MICROFICHE CONTROL LABEL

REGISTRANT'S NAME d)\.@ﬁ ,Q/%/O

*CURRENT ADDRESS

**FORMER NAME

PROCESSED
**NEW ADDRESS See o g oo
e 70
- THOMSON %2 |
FINANCIAL

Complete for inisiol submissions enly ** Please mote nome axd eddress changes o

12G3-%2B (INITIAL FILING) l AR/S (ANNUAL REPORT) e
12G32BR (REINSTATEMENT) ‘ SUPPL  (OTHER) | J
DEF 14A (PROXY) ‘ '

QICF/BY:

DLT

.



o)
Q
8
o)
=

._O_mu.:U.

5

{
AN g
}

i L : i . v
i R il
e o : R
S SRR S g e T

g




competitiveness of our European plants.

We are thus pursuing the implementation of strategic
orientations in the Flat Carbon Steel Sector, which will result
in the closing down of a continental blast furnace in Europe in
the summer of 2005. Furthermore, the «Arco» planis designed
toimprove the competitiveness of our Asturias plants through
significant cost reductions and thanks to better performance
inthe management of these factories.

The implementation of the «Lux 2006» modernization plan will
enable us to bring the Luxembourg steel plants of the Long
Carbon Stee! Sector up to the level of the best factories
worldwide.

The reorganization of the Stainless Steel Sector, expected
1o enable us to reach new production standards, will lead
to the launch of a new steelshop upstream of the hot strip
mili in Charleroi, Belgium, in the autumn of 2005. Moreover,
this sector continued its active portfolio management with the
disposal of non-strategic or unprofitable activities in Thailand
and the United States of America.

Considerations of positioning, differentiation and
competitiveness have led Arcelor to fully commit to
sustainable development. True to its values, Arcelor is aiming
for excellence inthe area of safety. Since 2002, we have baen
able to significantly reduce he frequency and seriousness of
industrial casualties thanks to an effort made by all. Qur goal,
however, continues to be “zero accidents”.

Guided by the spirit of solidarity and responsibility, we have
reduced our emissions of greenhouse gases by 18% since
1980 inthe context of voluntary agreements. Striving to further
reduce such emissions, Arcelor is coordinating efforts by 48

- companies and universities in an ambitious research program
aimed at the development of breakthrough technologies:
ULCOS (Ultra Low COz2 Steelmaking),.

Although we do not guestion the validity of the efforts to combat
climate change, we regret the developments in the European
regulatory framework inthis respect. Indeed, they are a matter
of concernregarding the definition of our strategy for the future
in view of the fact that the increase in steel consumption is
primarily attributable to emerging countries. ‘

Finally, as part of ongoing efforts to strengthen the transparence
and quality of information disclosed in matters of corporate
governance, we have created a section dedicated to the
topic on our Intermnet website, complementing the report on
governance and internal controlincluded in the present annual
report.
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MESSAGE FROM THE CHARIRMAN
OF THE BOARD OF DIRECTORS

Dear Ladies and Gentlemen, Dear Sharehiolders,

Strengthened by its accomplishiments, it is with sound
confidence that the Arcelor group may look to 2005,

Thereis little doubt that, once again, China will the driving force
behind the steel market’s global growth in 2005, causing the
tensions onthe raw materials markets to persist The resulting
cost increase will be a true challenge and our capacity to
manage these costs will be put to the test. However, we have
already demonstrated our expertise in this field.

I am convinced that our policy of international expansion and
the determined strengthening of our Group, both industrially
and financially, will enable us to optimise our profitability in the
interest of all the company’s partners.

To conclude, lwould like to thank the women and men working
in our companies and who, thanks to their skills, cultural
diversity and complementary backgrounds, allow us to be
recognized as the world reference of steel.

Joseph Kinsch
Chairman of the Board of Directors




MESSAGE FROM THE CHAIRMAN
OF THE MANAGEMENT BOARD

Message from the Chairman
of the Management Board

What assessment do you draw from 2004 for the world steel
industry?

Thirty years after the beginning of the major crisis of 1974 that
marked the end of several prosperous decades for the Western
steel industry, 2004 appears to be symbolic from the point of
view of production as well as from world steel consumption.

The historical threshold of one billion tons of crude steel was
passed, and world steel consumption increased 9%. This
exceptional growth is due largely to the dynamism of consumption
in China and in the emerging countries. It results in a very high
demand for raw materials entering into the manufacturing cycle of
steel, leading to a situation of shortage and resufting inanincrease
in the price of steel worldwide. It also results in renewed profits
for most groups in the steel industry, and this is quite obviously
very good news far our business.

However, this brighter outiook for steel must not make us forget
large disparities in the growth of steel consumption in the world,
whose consequences over the short and the long terms have
had and will continue to have major repercussions on the
behavior of players in the world steel industry. It is possible
that 2004 will mark the advent of a new cycle. We shall see.
But in any case, steel is the winner.

Our material is doing well and allows for the finest realizations.
Inthe construction field, exceptional architectural achievements
 with the use of steef are numerous everywhere in the world
* and result in superb realizations that carry the colors of our
material and that of Arcelor high. Obviously, the same is true
inthe automotive industry, where the esthetic and mechanical
qualities of our steels contribute tg our clients’ success. Steel,
which is present in all fields of human activity, is beyond doubt
an innovative, young, sure and indispensable material for the
development and progress of our societies.

You earlier said that 2004 would be a year “of transformation”
for Arcelor. Are you satisfied with the result?

Transformation is a long and continuous movement. It is not
something you order, and it is not limited to a single year.
It calls on all the vital forces of a company with the aim of
building acommon projectin a context which is more and more
competitive and where the challenges are daunting. 2004 has
just forcefully demonstrated with what speed and magnitude
the so-called emerging countries — with China in the lead - are
able to redistribute the cards of the world steel industry.

For Arcelor, 2004 was a year during which all employees
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became aware that it is necessary to transform our Group
rapidly in order to accompany these major mutations
throughout the world. We have thus structured this necessary
transformation around three major axes which are spelled out
in this annual report: cost leadership, customer loyalty and
entrepreneurship.

Inthe area of safety, for example, we are recording contrasting
results. Placed at the forefront of our sustainable development
policy, safety at Arcelor is of paramount impertance, our Group
being among the best in the world on this point. However, in
spite of considerable progress made on safety in 2004, we still
have a great deal to do in order to drastically reduce serious
accidents which are too numerous, particularly among our co-
contractors. We know that it is possible to reach zero accidents,
and we are striving to reach this goal. In 2004, we initiated an
original partnership with the European Works Committee for
the purpose of working together in this direction.

The reactivity of our Group to a rapidly changing environment
was materialized in 2004 in the form of highly satisfactory results,
which is explained by an ambitious commercial policy as well
as by efficiently implementing our program for management
gains and synergies. We have kept our promises on time
in the area of debt reduction, management of the business
portfolio and implementation of our strategic orientations in
each operational sector.

Transformation also means growth, both internally and
externally. 2004 saw the first sizable realization of external
growth. With the acquisition and consolidation of Acindar
in Argentina for long products and of CST in Brazil for flat
products, we have become the leading stee! producers in Latin
America, thanks to the commitment of our shareholders who
are backing up our development ina key country for supplying
raw materials and competitive products and for its ability to
serve growth markets in Latin America and North America.

As a resutt, Arcelor is now both the result of the commitments
we have taken on with our shareholders and a group which is
quite different from the one created in 2002. The transformation
underway is the fruit of the commitment of each employee and
shows why the “three pillars of transformation” form, together
with growth, the road map for the development of the Group.
We hope that each employee will act a bit more each day like
an entrepreneur. The aim of each and every one must be to
satisfy his or her clients in a partnership relationship which is
durable and based on an innovative and competitive offer of
quality services.



You have fixed ambitious goals on growth for the Group in
coming years. Where do you stand now?

By creating Arcelor, we wanted to contribute to changing
the business model for the steel industry worldwide through
greater concentration of our trade and renewed creation of
value. Consolidation is the materialization of this ambition.

We have demonstrated to the market that we are capable
of reducing our debt efficiently so well that we now have
sufficient scope of movement and financial means to grow.
We have also demonstrated that we are capable of managing
muttinationals having a variety of cultural and management
models, thanks in particular to the exchange of best practices.
With the recent acquisitions in Latin America, we are in the
process of creating a truly European/Latin American group.
We have also realized targeted acquisitions in accordance with
the strategic objectives of each of the operational sectors and
opportunities we encounter.

Today, we are prepared and determined to enter a new
stage of growth. This will take place mainly in the countries
of the so-called “B.R.L.C.ET" (Brazil-Russia-india-China-
Eastern Europe-Turkey) - in fact, in countries which, over
the next ten years, will capture

the greatest part of growth in ‘ ‘ We are proud of Arcelor and
of steel achievements. But we have
to prepare new stage of growth
and to succeedin
our transformation goals. , ,

steel consumption. However, this
growth will be possible for Arcelor
only through value creation, which
means that we must improve our
stock market valuation and our
profitability considerably in order
to be in a position to contemplate
mega-mergers or significant acquisitions inthe future. We are
~ working actively in this direction — without rushing things, but
with determination.

What lessons do you draw from the first three years of Arcelor
for the decade under way?

2004 confirmed the main tendencies in the steel industry that
presided over the creation of Arcelor. In particular, consolidation
continued throughout 2004 with the emergence of extremely
ambitious new regional and world leaders oriented toward the
creation of value. This consolidation is expected to accelerate,
as it is the pledge of a more balanced relationship with our
suppliers and our clients. It is also an invitation to continue
our efforts to seek new synergies and improve our profitability
worldwide. Constituting groups that are creators of value
having a critical size at world leve! will continue. With Arcelor
taking the lead!

2004 also confirmed that the global issues were growing in
scale, bothinterms of the environment and the international and
social matters. The problems of climate change will be more
and more at the heart of our world groups, and steel producers
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MESSAGE FROM THE CHAIRMAN
OF THE MANAGEMENT BOARD

will be forced to rely on intensified innovation in order to provide
new solutions, in terms of both products and processes, to
the major environmental questions coming from our societies.
The European ULCOS project (Ultra Low CO2 Steelmaking},
developed in partnership with 48 partners and coordinated by
Arcelor, is an ambitious response to these preoccupations.
We are convinced that steel is a material that provides the
right answers to these questions as a result of its capacity for
being fully recycled and its numerous properties. Thanks to
the efficiency of our R&D and to the partnership successiully
developed with the automotive sector, for example, we are
in the process of winning “the battle for lightening,” which
contributes to reducing emissions of greenhouse gases.

Internationally, the irruption of China into the World Trade
Organization was a reminder, if ever one was needed, that
steel is one of the materials most exchanged in the world.
There as well, it is necessary to better regulate the world
steel market in order to guarantee balanced conditions for
competition between zones and establish rules recognized by
ali. Globalization puts us all before new social responsibilities
worldwide that come squarely into line with our sustainable
development policy.

2004 brought prestige back to
steel throughout the world, and
Arcelor contributed largely to it.
We are proud of Arcelor and of
the results obtained. We owe
this success firstly to all the
employees of the Group, who
have understood Arcelor's stakes
in transformation. But in the steel
industry, we are well aware that nothing is easy to pick up, and
that one must be ready at all times to roll up one's sleeves. it
will be necessary to keep a close eye on how growth evolves,
particularly in China, in order to continue to grow and to seize
opportunities for creating value while at the same time adapting
our businesses to the ups and downs of the cycle.

Arcelor's new world dimension creates new responsibilities
and numerous challenges for all collaborators in our Group.
But each and every one of us has the ambition of strengthening
our position as world leader by making steel the reference for
material and Arcelor the benchmark operator for the world
steel industry.

Guy Dollé
Chairman of the Management Board
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ARCELGOR Iy BRIEF
PORTRAIT OF THE GROUP

Portrait of the Group

The Arcelor Group was created in February 2002 by three
steelmaking companies, Aceralia, Arbed and Usinor, with
the intention of establishing a company that would lead the
global steel industry. The Arcelor Group operates in four key
market sectors: Flat Carbon Steels, Long Carbon Steels,
Stainless Steels and Distribution-Transformation-Trading.

. Employing nearly 95,000 people in over 60 countries, Arcelor
- isamajor player in the global steelmaking market, producing
47 million tonnes of steel and generating revenues of € 30bn
in 2004. Thirty percent of its production is obtained from
scrap used in electric arc furnace and 70% from iron ore.
Group revenues (pro forma data for fiscal 2004, including
the Group's new activities in Brazil and Argentina) stood
at € 31.26 bn for a production of 51 million tonnes of steel.
The Group is a leading operator on all its key markets: the
automotive industry, construction, household appliances,
packaging and general industry.

Arcelor is the world’s leading producer of flat carbon steels, in
terms both of volume and value, having shipped nearly 28.4
milliontonnesin 2004. This sector employs 48,000 people and
generated revenues approaching € 16bn in 2004. Its product
portfolio covers the full range of thin flat steels, including hot-
rolled coil, cold-rolled coil and coated sheet.

These products are used in the automotive, household
appliance, packaging, construction, civil engineering,
mechanical engineering and processing industries.

Arcelor is also the world's leading producer of long carbon
steels, and shipped 13.4 million tonnes in 2004. This sector
employs over 20,000 people and reported revenues of
approximately € 6.2bn in 2004, from sales of products in
the following three categories:

» commodity products (rolled products): lightweight and
medium-weight beams, merchant steel and concrete
reinforcing bar;

= specialty products (rolled products): sheet pile, heavy
beams, special sections and rails;

* wiredrawn products: steelcord, low carbon steels and high
carbon steels.

Rolled long products are used chiefly in the construction
industry, infrastructure developments and major projects.
Wiredrawn products have a variety of uses, including
tire manufacture (steelcord), agriculture (vine wire,
closures, etc.), manufacturing (galvanized wire for cable
reinforcement) and construction (fibers).
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Arcelor is also a global leader in stainless steels, in both
volume and revenues, having shipped 2.1 million tonnes
in 2004. This sector employs nearly 11,500 people and
generated revenues of€ 4.6 billion last year. Arcelor produces
virtually the entire range of stainless steels and stainless steel
alloy products, but is currently refocusing on flat products.

Stainless steels are used in four specialist markets: household
appliances (large and small), automobiles (mainly in exhaust
systems), construction and street furniture (facades and
building products) and industry (especially the focd, chemical
and ail industries).

The Distribution, Transformation, Trading sector uses steels
produced by the Group, and also purchases steels from third
parties. The sectoremploys over 11,000 people and generated
revenues of approximately € 8.3bn in 2004, corresponding
to 14.9 million tonnes of shipped steel of which 70 % came
from the other sectors of the Group.

The business activities of Arcelor’s Distribution, Transformation,
Trading sector have the following features in common:

= proximity to a broad customer base, whose loyalty is
maintained by a substantial sales force;

« the important role played by service and logistics;
* expertise in the downstream promotion of “steel solutions”;

= the ability to contribute added value to commercially
marketed steel products.

This sector is organized in five operating units, that work
in specialist but complementary markets.

Group Organization

The Board of Directors has defined the powers of the
Management Board.
There are three levels of Group management:

* the Management Board and Corporate management
team at corporate level (including operational departments
and central services),

» the activity sectors,
+ the business units in these sectors.

The Management Board has eight members, including the
Chairman, four of whom are responsible for the operational



departments and four of whom look after the activity sectors.
The operational departments include the key functions of
Procurement, Finance, Strategy, International Business
Development, Research and Development, Human Resources
and information Technology.

The Management Board assisted by Corporate management
team directs the Group on the basis of four key horizontal
processes: strategy, growth management, human resources
and coordination & integration. Its mission is to define
and apply the Arcelor Group corporate strategy and
management plan, coordinate cross-sector projects, provide
centralized financial management, exploit synergies within the
Group.

At Group level, each activity sector is responsible for its
own results (particularly in terms of its performance as
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measured by operating profit, return on capital employed
and its management of working capital requirement),
the implementation of Group strategy as defined by
the Management Board, personnel management and the
exploitation of synergies between business units.

The business units carry out the manufacturing and sales
functions and are also responsibie for their own performance
in terms of operating profit and return on capital employed.
They are defined either by their geographical coverage or
their range of products and services. Ever since its inception,
the Group has developed its organizational structure to adapt
to its environment and maximize potential synergies. At the
start of 2005, the principle business units are:

Northern Europe Sections (sections and UGINE & ALZ (Europe) Arcelor Négoce Distribution | Paul Wurth

beams)
Central Europe Bars and Rods (concrate, Ugitech Arcelor Steel Services Circuit Foil

wire rod, etc.) Centres I
Southern Europe RPS (Rails, special sections, 1UP Precision strip Arcelor Construction DHS Group

sheet piling),
Arcelor Packaging Wire drawing plants Stainless Tubes Arcelor International Industee! (special plates)
International (API)
Brazil Americas Acesita (Brazi) Arcelor Projects
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THE BOARD OF DIRECTORS AND COMMITTEE

Board of Directors
« Joseph Kinsch,
Chairman of the Board of Directors, Luxembourg

» José Raman Alvarez Rendueles,
Vice-Chairman of the Board of Directors, Spain

< John Castegnaro,
Director, Employee Representative, Luxembourg

= Jean-Yves Durance,
Director, Chairman of the Management Board MARSH,
France

* Noéi Forgeard,
Director, Chairman and CEQ of Airbus, France

< Jean-Pierre Hansen,

Director, Chairman and Managing Director of Tractebel.

Managing Director of SUEZ S.A., Belgium

< Ulrich Hartmann,
Director, Vorsitzender des Aufsichtstrats of E-ON AG,
Germany

» Corporacién JMAC represented by
Ramodn Hermaosilla Martin,
Director, Spain

- Hedwig De Koker,
Director, Chairman of the Board of Van der Veken
Vastgoed SA, Belgium

Secretariat of the Board of Directors

= Paul Junck,
General Secretary

Audit Committee

- José Ramon Alvarez Rendueles,
Chairman

« Hedwig De Koker,
Member

" Co-opted at the Board meeting of 12 November 2004

File No. 82-34727

+ Manuel Fernandez Lopez ™,
Director, Employee Representative, Spain

+ H.R.H. Prince Guillaume of Luxembourg,
Director, Luxembourg

+ Michel Marti,
Director, Employee Representative, France

¢ Daniel Melin,
Director, Chairman of EMEA South EDS, France

» Edmond Pachura,
Director, Chairman of UNAS, France

= Francisco Javier de la Riva Garriga,
Director, Executive Vice-Chairman of Fertiberia S A.,
Spain

< Georges Schmit,
Director, First Councillor of Government, Luxembourg

» Sergio Silva de Freitas,
Director, Senior Vice-President of Banco Itad, Brazil

« Fernand Wagner,
Director, Luxembourg

» Jean-Yves Durance,
Member

= Georges Schmit,
Member
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Appointments and Remuneration Committee
= Joseph Kinsch, + Jean-Pierre Hansen,

Chairman ‘ Member
« José Ramoén Alvarez Rendueles, + Edmond Pachura,

Member Member
MANAGEMENT BOARD
¢ Guy Dollé, « Paul Matthys,

Chairman and Chief Executive Officer Senior Executive Vice-President Strategy, International
= Jacques Chabanier, Business Development

Senior Executive Vice-President Purchasing, R&D,
Information Technologies, e-commerce, Alliance with
Nippon Steel Corporation

» Guillermo Ulacia,
Senior Executive Vice-President Flat Carbon Steels

= Gonzalo Urquijo,
Deputy Senior Executive Vice-President Distribution,
Transformation, Trading

» Roland Junck, » Michel Wurth,
Senior Executive Vice-President Long Carbon Steels

« Jean-Yves Gilet,
Senior Executive Vice-President Stainless Steels

Senior Executive Vice-President Finance, Management
by Objectives

The operating methods of the Group ‘s administration and management bodies are specified in the report of the Chairman of
the Board of Directors on Corporate Governance and Internal Control procedures

Back row: Guillermo Ulacia; Roland Junck; Paul Matthys; Gonzalo Urquijo; Jean-Yves Gilet
Front row: Michel Wurth; Guy Dollé; Jacques Chabanier
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Synoptic table of Key figures and evolution

of the share price

KEY FIGURES

In mifiions of euros 2603
Revenues 25,923
EBITDA 2,228
EBIT 738
Net result (Group share) 257

Net result per share (eurgs)

0.54

3171272003

4,464

Net financial debt 2,512
Equity (Group share and minority interests) 7,463 12,317
Residual negative goodwill 676

Total 8,139 12,317
Net financial debt/ Equity 0.55 0.20

* Including 106,629,054 new shares issued on 27 July excluding own shares
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EVOLUTION OF THE SHARE PRICE
FROM 18 FEBRUARY 2002 TO 28 FEBRUARY 2005
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key figures for 2004

Revenues Revenues by sector
(in milions of euros) (in millions of euros)
30,176 16,139 FAat Carbon Steel
6,221 Long Carbon Steel
259
323 4577 Stainless Steel
Distribution,
8,267 Transformation, Trading
1,081 Cther activities
- 6,103 Intra~-group Sales
Revenues by geographic zone EBITDA

{in milions of euros)

77.5% European Union
7.8% Rest of World
7.1% South America
7.6% North America

Breakdown of EBITDA by sector €BIT
(in milions of euros) (in milions of euros)
Hat Carbon Steel 2004 3,194
Long Carbon Steel
Stainless Steel 2003 730
Distribution, Transformation, Trading
Other activities
Intra-group Sales
Breakdown of EBIT by sector Result before tax
{in milions of euros) {in milions of euros)
1,666 Flat Carbon Steel 2009 3240
1078 Long Carbon Steel
nz Stainless Steel 2003 557
395 Distribution, Transformation, Trading
-61 F:: Other activities
0 Intra-group Sales




Net result (Group share)

{in milions of euras)

2004

2003

Net financial debt
{in milions of euros)

31/12/2004 2,512

31/12/2003 4,464

€mployees by sector
(31/12/2004)

48,332  Flat Carbon Steel

20,306  Long Carbon Steel

11,758  Staintess Steel

11,245  Distribution, Transformation, Trading
2,960  Dther activities
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Net result per share

(in euros)
4.26
] 054
Net financial debt / Equity
31/12/2004 ] 0.20

31/12/2003 0.55

Breakdown of Employees
by geographic area (31/12/2004)

77,983  European Union

1,404 North America

14808 South America
306 Rest of World
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2004 HIGHUGHTS

11 February 2004, Arcelor signs an agreement with Bagoseta
S.L, the majority shareholder in Conduccicnes y Derivados
SA (Condesa) for the disposal of its tubes division.

In2003, the Tubes division of the Arcelor Group shipped over
1.2 million tonnes of steel, generating revenues of € 587m.
The sale was finalized on 3 June 2004,

17 February 2004, J&L Specialty Steel LLC (USA) signsan
agreement to dispose of the majority of its assets to a wholly-
owned subsidiary of Allegheny Technologies Incorporated.
J&L Specialty Steel is a major player in stainless steel flat
products. The disposal became effective on 1 June 2004.

19 March 2004, Arcelor announces the disposal of its
entire (96%) holding in Thainox (Thailand), a stainless
steel cold rolling and finishing piant. Under this disposal
agreement, Arcelor continues to benefit from a multi-year
market price agreement to supply the majority of Thainox’s
requirements.

16 April 2004, Arcelor signs an agreement to sell its 100%
holding in Aciérie de I'Atlantique SAS (ADA) to Siderlrgica
Anén SA. ADA is a French company iocated in Bayonne in
France. it operates an electric arc furnace and a continuous
casting facility. The sale was finalized on 22 June 2004.

27 April 2004, Arcelor announces its acquisition of the Corus
UK sheet pile sales business.

In April, the Arcelor Board of Directors approved “Lux
2006", the plan to modernize steel plants in Luxembourg.
The implementation of this action plan will make Long Carben
Steel plants in Luxembourg more productive.

in May, the "Arco” plan was launched in the Flat Carbon Steel
sector toimprove the competitive edge of the Group's plants
in Asturias {Spain). This plan should generate significant
savings in terms of costs and should improve management
performances, with such innovations as the contribution of
ideas by employees. It will also enable the group to adapt
its workforce to the company's actual needs and produce
a higher level of qualification and technical expertise in its
workforce,
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28 June 2004, Arcelor announces its intention to consolidate
its position in Brazil by consolidating its holdings in CST and
Acesita. On 29 June, Arcelor makes a capital injection of
€ 1.14bn through a stock warrant issue.

22 July 2004, Arcelor and the SNCI dispose of their entire
holding in IEE, a company specializing in the development of
sensor-based automotive safety systems, to Apax Partners,
in partnership with BGL Investment Partners, Luxempart and
the IEE management team.

23 July 2004, Arcelor and investment fund Chequers Capital
reach a final agreement over the acquisition by Financiére
Mistral (aninvestment holding company set up and controlled
by Chequers Capital) of the 36% holding held by Produits
d'Usines Métallurgiques PUM - Station Service Acier (Arcelor
Group) in IMS (International Métal Service). IMS shares are
traded on the Euronext Paris Second Marché.

12 August 2004, IUP (Imphy Ugine Précision), a subsidiary
of Arcelor, and SAW Pipes Limited, a subsidiary of the Indian
steelmaking group Jindal, sign a joint venture agreement
for the formation of a company specializing inthe production
and marketing of precision strip in India. These high added-
value precision rolled stainless steels and nickel alloys have
applications in a wide variety of manufacturing industries,
including textile machinery, watch making and electrical
equipment.

27 August 2004, Arcelor, Nippon Steet Corporation and
Baoshan Iron & Steel Co. officially launch the manufacturing
and sales joint venture “Baosteel-NSC/Arcelor Automotive
Steel Sheets Co. Ltd.” which will produce galvanized steels
for the automotive industry and general manufacturing
industries. This joint venture is part of the strategic global
alliance between Arcelor and Nippon Steel Corporation.

14 October 2004, Arcelor comes to a definitive agreement
with the principal minority shareholders in CST on the transfer
of rights and bonds and on cali options for ordinary CST
shares. This enabled Arcelor to fully consolidate CST as from
1 October 2004. On 31 December 2004, Arcelor’s stake in
CSTwas 73.34%.



ARCELOR: A EURD-BRAZILIAN GROUP

File No. 82-34727

ARCELOR N BRIEF
2004 HIGHLIGHTS

Since 1920, one of the founding companies of Arcelor has
had an active industrial commitment in Brazil through Belgo
Mineira, a company established in the Minas Gerais.

In 1998, another of the founding companies of Arcelor acgquired
a significant stake in Acesita, acompany producing stainless
steel, and in CST, which produces carbon steel slabs.

In 2004, Arcelor commissioned the industrial plants of Vega
do Sul, a new entity specializing in flat products for the
automotive industry.

Inthe same year, Arcelor acquired a majority shareholding in
CST and took control of the Acindar company in Argentina
through Belgo-Mineira.

Hence, the Arcelor group is now one of the leading steel
producers in Brazil, operating with world class industrial
facilities.

Radiating out from its Brazilian base, Arcelor intends to
intensify its policy of investment in South America.
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AT THE WHEELS OF THEIR CARS, DRIVERS HARDLY EVER NOTICE ARCELOR STEEL. YET EVERYTHING CHANGES ONCE
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Group consolidated management report

eConomiC enviRoNmMeENT

The year 2004 ended with a global economic growth of 4.9%,
which is the highest rate recorded since 1988.

Inthe United States, growth reached 4.4% for the year, mainly

- due to a sharp rise in final consumption. Capital investment

onequipments by companies also grew very sharply. Growth
should remain high in 2005 at a rate close to 3.6%.

Canada and Mexico benefited from the American boom with
growth rates of 2.7% and 4% respectively.

In Asia, with the exception of Japan, economic growth
remained very dynamic throughout the year despite a slight
slowdown at the end of the year. It was fuelled mainly by
the Chinese and Indian economies. Over the whole period,
China experienced a growth in GDP of 9.2% while industrial
production grew by 15%, which corresponded to the highest
economic growth in seven years. Economic growth in India
reached 6.5%.

In Japan, after three quarters of sustained growth, there was
a slight slowdown caused by high oil prices and uncertainty
about the continuation of growth in China, which was 2.6%
in 2004.

Growth remainedlowinthe euro zone, with an increase in GDP
of barely 2%. Consumer and business confidence remained
low. Aithough Germany posted good export performances,

- the other countries of the region performed poorly. France, on

the other hand, benefited from a steady domestic demand.
Economic growth in the United Kingdom was in excess of 3%
thanks to domestic demand and the support of the residential
sector in particular.

The new members of the European Union showed steady
growth with GDP up by 5%. Industrial production was buoyant
in particular in the stee! user sectors, and it grew 13% in
Poland, 9.5% in the Czech Republic, 8.8% in Hungary and
4.4% in Slovakia.

In Central and South America, the positive economic
development has been confirmed. GDP rose more than 5%
over the year while industrial production increased by more
than 8%. In Argentina, the dynamic growth continued with GDP
rising by 7.5%. Industrial production also followed this trend.
In Brazil, growth was steady with a 4.6% increase in GDP over
the year and a rise in industrial production in excess of 8%.

Trends in the steel sector

The world growth resulted in record increases in the price of
raw materials, oil and sea freights. The global steel industry
benefited from this momentum and business was particularly
brisk in 2004.

In China, apparent steel consumption grew by 11%, with a
downward adjustment effect on stocks. Exports from China
grew 134% to over 20 million tonnes in 2004. Chinese imports
stood at 33 million tonnes, down 24%.

Inthe United States, 2004 was an exceptional year for finished
steel products, with an increase in apparent consumption of
14% anda53%increase inimports as compared tothe previous
year. Real consumption only rose by 4%, and stocks with steel
consumers were at a high level at the end of the year.

inthe European Union (EU15), the steel-using sectors grew
at a satisfactory annual rate. In 2004, the registration of private
cars rose 2%, that of light duty vehicles by 8.7% and that of
heavy-duty vehicles by 8%. The construction industry grew
by 1% and the service equipment industry by 4%. Growth for
the household appliance industry was 2.5%. Conseguently,
actual steel consumption rose by 2.8% in 2004, while
apparent steel consumption grew by 4.3% over the year.
At the end of the year, inventories of steel products held
by steel users and traders were higher than the 2003 levels.
This was explained by the difference in growth between
apparent and actual consumption.

Totai imports of finished steel products increased by 1% over
the year, with long products dropping by 3.3% and flat products
increasing by 3.1%. The change inimports by product category
was very pronounced. For example, imports of hot-rolled coils
{excluding coils for reroliing), beams, wire rod markets and
concrete reinforcing bars dropped 14.6%, 5.6%, 8.6% and
8.9% respectively whereas imports of cold-rolled sheets,
coated sheets, quarto plates and merchant steels surged at
17%, 34.4%, 7.2% and 18% respectively. Demand for steel was
very high in the new member states of the European Union
in 2004, and was more than 15% for flat carbon products.

Steel prices, expressed in euros, went up regularly in 2004
because of the increase in raw material prices and the lack of
equilibrium between supply and demand for steel. This was
mainly due to high demand for steel products in the United
States and China.



Inthe case of flat stainless steel products, world consumption
for the sector alone grew by 7%in 2004. It was more particularly
pronounced in Asia, especially in China and North America,
and reached 4.5% in Europe. This growth confirms the strong
appeal of stainless steel, linked with the increase in equipment

Trends in global crude steel praduction
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rate, in particular household appliances. Itis also linked to the
process of replacement of other materials, a phenomenon
that is observed more in mature markets such as Western
Europe and North America. However, this growth is reduced
by the nickel prices.

According to estimates made by the International Iron and Steel Institute (liSl), global preduction of crude steel reached
1,055 billion tonnes in 2004. Driven by consumption in China, it grew 8.8% as compared with 2003.

I WORLD CRUDE STEEL PRODUCTION (*) I

2002 2003 Change
200472003
£n mllions of tormes en %
World ** 903.8 969.3 1054.7 8.8
Western Europe *** 2074 2133 2254 5.7.
including UE 25 180.9 184.2 193.5 5.0
including UE 15 158.7 160.7 168.3 47
Central and Eastern Eurgpe **** 1011 107.5 1118 4.0
including Russia 59.8 62.7 64.3 2.5
North America and Central America 122.9 126.2 133.0 5.4
including United States 91.6 93.7 98.5 5.2
South America 40.9 43.0 45.9 6.7
including Brazil 29.6 3141 32.9 57
Asia 394.9 4412 499.5 13.2
including Chine 182.3 221.2 2725 23.2
including Japon 107.7 110.5 112.7 20
Other countries 36.6 38.1 39.1 27

* Estimed by 181, January 2005
** World = 63 countries representing 98% of global crude stee! production

*** Westem Europe = EU25 + other European countries (Croatia, Norway, Romania, Serbia and Montenegro, Turkey)
**** Central and Eastern Europe (CIS) = Belarus, Kazakhstan, Moldavia, Russia, Ukraine, Uzbekistan

China alone is estimated to have provided more than
a quarter (26%) of crude steel production, representing
272.5 million tonnes, up 23.2% as compared with 2003. lt is
ahead of the European Union with 193.5 million tonnes (up
5%) and Japan with 112.7 million tonnes produced (up 2%).
Allthe Asian countries thus raised their production by 13.2%
10 499.5 million tonnes, representing nearly half of the world
production of crude steel (47.3%).

The United States increased their production by 5.2% to
98.5 million tonnes. The whole of North and Central America
recorded a 5.4% increase in crude steel production as
compared with 2003. South American countries posted mixed
growth with a relatively strong growth in Brazil (5.7%) and a
less significant increase in Argentina (+1,8%).

In the enlarged European Union (EU 25), crude steel
production reached 193.5 miflion tonnes, up 5% as compared
with 2003. The increases in production were particularly
marked in Poland (16.9%), Spain (7.2%), italy (5.6%) and
France (5.1%). After a drop in its crude steel production in
2003 as compared with the previous year, Germany regained
and exceeded its 2002 production level.

In Central and Eastern Europe, production reached
111.8 milliontonnes, up 4% as compared with the previous year.

Turkey became the world's twelfth leading steel producer
with a production of 20.5 million tonnes, up 11.9%.

—_
(a4
o
a.
w
o
wm
W
w
=
%4
oo
anl
o
=2
O
oL
o




[
a4
o
Q-
w
o
Wi
Va
w
=
wvi
2
as]
a
)
=]
oL
(o

GROUP BUSINESS REPORT
GROUP CONSOLIDATED MANAGEMENT REPORT

COMMENTS ON 2004 CONSOUIDATED RESULTS

After aphase of integration of its three founding groups, Arcelor
has embarked on a new growth stage at a time when global
trend is the increased consolidation of the steel industry and
the shifting of consumption areas. In 2004, Arcelor stepped
up its international deployment, all the while refocusing on
its core businesses and seeking to achieve a control of
costs. This change is reflected in the Group’s results with

~agross operating result of 4.3 billion euros and Group share

of netincome of 2.3 billion euros for revenues of 30.2 billion
euros. Net financial debt dropped 2 billion euros, and the
gearing ratio stood at 0.20 on 31 December 2004. The return
on capital invested (ROCE) before taxes was 26.6%.

There was a significant change in corporate structure with the
finalisation of the first leg of the Group's expansion in South
America. In Brazil, Arcelor consolidated its position with CST,
one of the world's leading producers of carbon steel slabs
and one of the world's most competitive steel manufacturers.
CST has been consolidated into Arcelor's accounts since
1 October 2004 (stake of 73.44%, 73.22% of Group share).
in Argentina, Arcelor increased its stake in the Acindar Group
(takeover of 66% in May 2004 and then 72.68% in October),
a specialist in the production of long carbon products (steel
wires, sheets and concrete reinforcing bars). Acindar has been
consolidated into the Group's accounts since 1st May 2004.

For information, purposes pro forma accounts for 2004
(unaudited) have been drawn up, including the full year
accounts of CST and Acindar to evaluate the impact of
the South American acquisitions on the Group's accounts.
If Acindar and CST had been consolidated over one year,
Arcelor's 2004 revenues would have been 31,258 billion
euros. Gross operating result would have been 4,879 billion
euros, accounting for 15.6% of revenues, as compared with
the published figure of 14.4%. Net result would have been
2,475 million euros or 7.9% as compared with the published
figure of 7.7%. The return on capital invested (ROCE) would
have been 28.6% as against 26.6%. The gearing ratio is
unchanged. These elements show the relevance of the
Group's investments in South America and their positive
impact on the Group's accounts.

Atthe same time, Arcelor carried out the active management
of its business portfolio by disposing of J&L in the United
States and Thainox in Thailand in the Stainless Steel sector,
IMS in France, JFK in the USA, and his Tubes activity in the
Distribution, Transformation, Trading sector, ADA (Aciérie
de I'Atlantique) in the Long Carbon Steel sector and other
non-strategic businesses such as IEE, a company based in
Luxembourg that specialized in the design and manufacture
of sensors.

LIIC INU, Va0 i &/

Accounting principles

The financial statements of the Arcelor Group for the year
ended 31 December 2004 are prepared in accordance with the
International Financial Reporting Standards (IFRS) applicable
at that date. As stated in the notes to the consolidated financial
statements, these standards were partially adapted by the
International Accounting Standards Board (IASB) in December
2003 and March 2004 (five new standards issued and fifteen
standards modified), in particular, to meet the 2005 deadline set
by the European Union.

With the exception of the IFRS 3 standard on business
combinations that came into force in 2004 and the application of
thel1AS 36 and |AS 38 standards which were revised accordingly,
alithese standards (both new and amended) will only be applied
as from 1st January 2005. The Arcelor Group is however not
expecting any significant impact on the application of these
standards (new or amended) to its consolidated financial
situation.

Nevertheless, some uncertainties remain in the current state
of definition and implementation of the standards. One of the
major uncertainties, not only for Arcelor, but also for many
major industrial groups in Europe, concerns the accounting of
CO: emission permits as proposed by the IASB Interpretation
Committee. The application of this regulation has caused
controversy within the European Union.

Arcelor deplores the inconsistent nature of the international
accounting benchmark, which will bring about fluctuations
in the comparability and legibility of its consolidated financial
statements over time, and is actively participating, both nationally
and internationally, in advisory groups to promote changes in
the IFRS standards.

To ensure that financial statements are as transparent and as
lagible as possible, changes inthe Group's accounting poficies
and the impacts of the various changes mentioned above will be
detailed and explained in the notes to the annual consclidated
financial statements, as well as in Arcelor's quarterly (and half-
yearly, respectively) consolidated information, as applicable.



Revenues and results

l FINANCIAL HIGHLIGHTS FOR THE GROUP
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in mitions of euros 2003 m
Revenues 25,923 30,176
Change +164%
Gross operating result 2,228 4,341
Operating resuit 738 3,194
Net result {Group share) 257 2,314
Net earnings per share (in euros} 0.54 4.26*

" *including 106,628,054 new shares issued on 27 July 2004, excluding own shares

The Group had consolidated revenues of 30,176 million
euros in 2004 compared with 25,923 million euros in 2003,
an increase of 16.4% (17.7% like-for like). The year was
characterized by a sharp increase in average steel prices in
the second half and in raw material prices as from April.

Group consolidated gross operating result nearly doubled
at 4,341 million euros in 2004 versus 2,228 million in 2003. It
included -245 million euros for non-current elements (118 million
euros for restructuring in Spain). The excellent results are the
result of theincrease inthe spot selling price of steel, particularty,
during the second half of the year, as well as management gains
(cost reduction programs and synergies).

Gearing ratio

' NET FINANCIAL DEBT / EQUITY RATIO

in millions of euros

Group consolidated operating result stood at 3,194 million
euros in 2004 versus 738 for 2003, less 227 million euros of
non-current elements.

After net financial charges of 367 million euros, a positive
contribution from the associated companies of 413 million
euros, a tax charge of 523 million euros, and taking into
account 403 million euros in minority interests, consolidated
net result (Group share) was 2,314 million euros compared
with 257 million euros in 2003.

31/12/2003 ERELIATIEA L, Variation

Interest-bearing liabilities (long-term) 4,871 4,348 -523
Interest-bearing liabilities (short-term) 1,551 2,293 +742
Cash and cash equivalents -1,890 -4,043 -2.153
Revaluation of financial instruments (short and long-term) -68 -86 -18
NET FINANCIAL DEBT 4,464 2,512 -1,952
Shareholders equity (group share and minority interests) 7,463 12,317 +4,854
Residual badwill 676 -676
TOTAL 8,139 12,317 +4,178
GEARING RATIO 54.8 % 20.4 % -
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The Group reduced its net financial debt by 2 billion euros in
2004 (2,512 million euros as at 31 December 2004 compared
with 4,464 million euros as at 31 December 2003). The 1,136
million euro capital increase of July 2004 was mainly used
to finance the acquisition of the Brazilian assets (CST) while
available cash brought down the net debt.

File No. 82-34727

year and the strict control of working capital requirements.
Capital expenditure stood at 1.4 billion euros and was
maintained at a level corresponding to the depreciation in
Europe. ’

The gearing ratio, including minority interests was 0.20 as of
31 December 2004 against 0.55 as of 31 December 2003.

Cash generation increased each quarter, bolstered by the
improvement in selling prices during the second half of the

Working capital requirements

I BREAKDOWN OF WORKING CAPITAL REQUIREMENTS

In miltions of euros

31/12/2003 31/12/2004 Variation

Inventories 5,497 6,801 1,304
Customers 3,253 3,757 +504
Suppliers -4,348 -4,997 -649
OPERATIONAL WCR 4,402 5,561 +1,159
Other debtors and creditors -979 -1,558 -579
WORKING CAPITAL REQUIREMENTS 3,423 4,003 +580

Return on capital employed (ROCE) before tan

I EVOLUTION OF RETURN ON CAPITAL EMPLOYED ]

* Deferred taxes not included

In miltions of euros zonm
Operating result 738 3,194
Share of results in companies, accounted for using the equity method (after taxes) 140 413
- Taxadjustment on share of results in companies accounted for using the equity method 75 130
Dividends received 29 3
Charges related to securitisation programmes -6
(TOTAL ) 976 3,768
Non-current assets 12,590 15,249
Negative goodwill on acquisition 676
Deferred taxes (assets) -1,436 -1,284
Revaluation of financial instruments (long-term) - 68 -86
Working capital requirements 3,423 4,003
Employee benefits and provisions * e . -3.729 -3,708
TOTAL CAPITAL EMPLOYED (TOTALI) 11,456 14,174
RETURN ON CAPITAL EMPLOYED (/M) (ROCE) 8.5 % 26.6 %




Revenues by geographic trading region
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[ BREAKDOWN OF REVENUES |

Pays 2003 % 004 o
EUROPEAN LINION {25) 20141 71,70 23317 17,47
OTHER EUROPEAN COUNTRIES 588 2,21 882 2,92
Canada 268 1,03 377 1,25
Mexico 160 0,62 160 0,53
United States 1699 6,55 1771 5,87
TOTAL NORTH AMERICA 2127 8,21 2308 7,65
Argentina 16 0,06 336 1,11
Brazil 904 3,49 1472 488
Other 273 1,05 338 |- 1,12
TOTAL SOUTH AMERICA 1193 4,60 2146 7.1
China 582 2,25 239 0,79
Other 1293 4,99 1224 4,06
TOTAL OTHER COUNTRIES 1874 7,23 1463 4,85
TOTAL GROUP 25923 100,00 30176 100,00

The breakdown of revenues by geographical area reflects,
on one hand, the Group's policy of preferring its traditional

Workforce

clients in the partnerships created, and the consolidation
of Acindar in Argentina and CST in Brazil on the other hand.

The Group had 94,601 employees (full time equivalent) on 31/12/2004 as compared with 96,294 employees at the end of

December 2003.

I BREAKDOWN OF CONSOLIDATED WORKFORCE PER SECTOR |

Employees (FTE end period) 31/12/2003 004 ariatio
Flat Carbon Steels 46,259 | - - 48332 +2,073
- Long Carbon Steels 17,913 20,306 +2,393
© Stainless Steel 14,042 11,758 -2,284
Distr., Transt., Trading 14,957 11,245 -3,712
Other business 3,123 2,960 -163
TOTAL 96,294 94,601 -1,693

Removals from scope, either from the disposal of the
companies or by the deconsolidation of non-significant
companies, represent of leaving of 5,976 people. Additions
to scope brought in 7,573 additional employees, 2,914 of
which were from Acindar and 4,261 for CST.

At comparable group structure, the reduction inthe Group's
workforce concerned 3,290 people, (representing 3.4%).

BREAKDOWN OF CONSOLIDATED WORKFORCE AT THE END
OF 2004 BY GEOGRAPHICAL AREA

Employees {FTE end period) B i
France 28,456 30

Belgium 15,591 16
Spain 14,897 16
Germany 9,630 10
Luxembourg___ . . ... .. o.......989 | B
Other UE25 countries 3,450 4
Other European countries - . 251 1
North America 1,404 1
South America 1408 | 16
Far East 55 0
TOTAL ) 94,601 100
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BUSINESS BY SECTOR

Fiat Carbon Steel

Revenues and results

Fiat Garbon Steel 2003

Jn millions of euros m
Revenues 13,994 16,139
Change (on a comparable basis) +12,6 %
Gross gperating result 1,365 2,299
% of revenues 98% 14.2 %
ROCE 17% 252%
Shipments (in mitions of tonnes) 25.6 284

In 2004, the Flat Carbon Steel sector generated revenues of
16,139 million euros, representing 53,5% of Group turnover.
On a comparable basis, it grew 12.6% as compared with
2003. This was the resuit of the sharp increase in sales
prices on the second half year and an increase in volumes
sold. The price effect was 8.8% and the volume effect 3.9%
for alt products. The integration of CST into the consolidated
accounts as from 1st October 2004 represents a scope effect
of 456 million euros with respect to revenues.

Gross operational result for the sector was 2,299 million
euros, up 934 million as compared with 2003. CST's
contribution was 192 million euros.

Operating result stood at 1,666 million euros in 2004 versus
774 for 2003. It included 178 million non-current elements. -

Activity

Crude steel production was 31.9 million tonnes in 2004
(inctuding CST for 1.2 million tonnes) as compared with 28.6
million tonnes in 2003. Shipments jumped from 6.1% tc 28.4
million tonnes on a comparable basis. In Europe, 35% of
shipments were for the automotive market, 52% forindustrial
plants (including construction and household appliances),
6% went to the packaging sector and 7% for processing
users. In Brazil, the automotive market represented 23% of
shipments while general industry accounted for 77%.

World demand for steel was indeed very sustained in 2004 in
many markets in Asia, the Americas and in Western Europe,
creating an imbalance between supply and demand. This
situation, combined with a very significant increase in all
production costs, mainly energy and raw materials, led to
substancial hikes in steel prices on all markets worldwide.

In this context, Arcelor tried as best as it could to satisfy
the demand of its European customers, while passing on
the increase in production costs, by using all its production
capacities and by giving preference to its partners.

The Industry sector particularly benefited from the
favourable economic situation by increasing its shipments
by 6% as against 2003 and by raising its sales prices
significantly. It outperformed the growth of its main markets:
construction, household appliances, service equipment and
metalworking.

On the construction market, Arcelor took advantage of
the buoyant growth in the Eastern European countries and
positioned itself as the market leader, particularly in high
value-added products like organic coated products and
Aluzinc, thus doubling its sales as compared with 2003. In
Western Europe, deliveries rose 15% and were accompanied
by a very strong improvement in profitability. In 2004, Arcelor
also launched many developments with partnerships for
new constructive solutions destined for roofing, walls and
residential housing in lightweight stee! frames.

In 2004, Arcelor consolidated its position as the leading stee!
supplier on the household appliance market by guaranteeing
the delivery of its products to its traditional clients. Arcelor
developed new products that complied with the requirements
of new European environmental standards and proposed
solutions for organic coated steels, enameled steel and
galvanized products.

Deliveries to the automotive sector rose by 1.7%. In 2004,
this market posted a slight increase of 2% in car registrations
in Western Europe. Exports kept business up in several
countries, in particular Germany, and discounts and sales
offers sometimes helped to boost the market. Despite the
problems encountered in procuring raw materials, Arcelor
met its long-term volume commitments with its automotive
clients. In this connection, it consolidated its positions in
Western Europe with automotive clients and developed its
sales outside Europe.

Deliveries of flat carbon steels outside Europe surged,
in particular on markets in Central and Eastern Europe,
Turkey and Brazil. For the last two markets, Arcelor took
advantage of the full production capacity, 18 months after
the commissioning of the Group's new plants Vega do Sut in
Brazil and Borcelik in Turkey.

The partnerships developed by Arcelor with other steel
manufacturers enabled it to support carmakers in their



developmentonemerging markets. Severgal, the galvanisation
plant builtin Russia with Severstal should become operational
inthe second half of 2005 while the partnership with Nippon
Steel and the Chinese steel company Bao Steelis expectedto
post concrete results in June. Lastly, the technical partnership
with Tata Steel, the Indian steel manufacturer, has enabled
Arcelor to propose Extragal™ on the Indian market.

Arcelor continued to develop its product offering for the
automotive industry in 2004 by continuing to develop
high resistance and very high resistance steels. It was also
boosted with the arrival of the sandwich plate Quiet Steel™
(in cooperation with Material Sciences Cooperation) and the
development of the new manganese-based metal that will
be launched in 20086.

With respect to the service offering, the co-development
between Arcelor Auto and car and equipment manufacturers
was extended to practically cover the entire automotive
industry.

Today, atarge number of vehicle projects on the drawing board
are developed by using the expertise of Arcelor Auto and its
sub-contractors (stamping companies or designers), with
the aim of optimising the production of vehicles, especially
in the upstream stages.

The year 2004 also provided Arcelor with the opportunity to
improve its steel solutions thanks to the Arcelor Body Concept
project (ABC), a veritable showcase of steel solutions that
enabled it to help manufacturers in finding new solutions to
the problem of weight reduction and safety.

Lastly, 2004 was marked by the setting up of a Europe-wide
sales organisation for automotive clients, with dedicated
teams located near the decision-making centres of major
manufacturers.

The Packaging business increased its sales prices slightly,
despite the unfavourable euro/doilar conversion situation in
relation to the distribution of its revenues. The level of shipment
rose by 1.7% thanks, in particular, to the increase in sales for
the export market, which offset the decline in volumes sold
to leading packaging manufacturers in Europe.

The sales and industrial performance of the sector as well as
the appreciation of the euro against the dollar helped to offset
the very higher increase in raw material prices, especially in
the industrial sector.

Within the framework of the Apolio plan that set out the
sector's industrial policy for the coming years, continucus
improvement programmes adapted to the various sites
enabled to significantly improve profits as compared to
2003 (33%). The actions implemented at the industrial level
singularly contributed to improving performances. The

I'LIC INO. 04-29/4/
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reliability of steel plants enabled us to increase production
by over 2 million tonnes. Likewise, the successful kick-off
of carbon injections in the blast furnaces of Bremen and
Ekostahl in Germany led to significant management gains.

Onthe industrial level, in November 2004, the welded blank
plant near Shanghai for carmakers was commissioned.
This unit was built in partnership with the Chinese steel
manufacturer Bao Steel. In Brazil, a development plan for
CSTwas launched in the spring. It consists of the building of a
third blast furnace, the extension of the steelworks and anew
coking plant should make it possible to raise production from
5 million tonnes of slabs to 7.5 million by the end of 2006.

Long Carbon Steel

Revenues and income

Long Carbon Steel 2003
In millions of euros

Revenues 4,381 6,221
Change (on a comparable basis) +36.1%
Gross operating result 493 1,287
% of revenues 11.3% 207%
ROCE 15.2% 39.2%
Shipments (in mittions of tonnes) 12.2 134

With 8,221 million euros for fiscal 2004, the Long Carbon
Steel sector posted a 42% increase inrevenues, that was the
result of the sharp increase in the price of scrap and other
raw materials. The consolidation of Acindar in Argentina on
1 May 2004 contributed to this change with revenues of 394
million euros. There was a 36.1% increase in revenues on a
comparable basis.

Gross operating result shot up by more 160% as compared
with 2003 at 1,287 millioneuros. The “scrap surcharge” system
introduced at the end of 2003 offset the explosion of prices
of this raw material. The stabilisation of the Brazilian real and
the Argentinean peso also contributed to the improvement
in results. Gross operating margin for the sector hit a record
high at 20.7%. It was 11.3% in 2003.

Operating result stood at 1,078 million euros in 2004 versus
311 million eurcs for 2003. Acindar's contribution for the eight
months was 161 millioneuros.
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Activity

The production of crude steel was 12.6 million tonnes in 2004
compared with 11.5 million tonnes in 2003. This represented a
10% increase. Shipments increased by 9.8% in 2004, to 13.4
million tonnes compared to 12.2 milliontonnes in 2002, and rose
2.5% on a comparable basis. The main clients in Europe were
the construction sector, which accounted for 73% of shipped
products, and the industrial sector, which had 20%. The market of
drawn-wire products represented 3% of shipments. In Brazil, the
construction market accounted for 37% of shipments, general

industry 41%, and the drawn-wire market 19%.

In the reinforcing bar sector, a sales policy was developed
to optimise the sales price to counter the sharp and rapid
increases in the cost of scrap. In Northern Europe, price
fluctuations resulted in a highly speculative purchasing
behavior. After sales at good prices in the second and third
quarter 2004, the demand and sales prices fell in the fourth
quarter. In Southern Europe, the construction sector was
exceptionally buoyant, particularly inthe residential segment.
Business was also brisk in the public building segment,
especially in the first half. Sales actions were developed to
make up for the successive hikes in the price of raw materials
and the improvement of the margin on scrap.

In the merchant steel sector, after a period where prices
jumped in the first half of 2004, things levelled off in the third
quarter before the decline in demand in the fourth quarter.
Demand for wire rods was very high at the beginning of the
year, leading to a shortage. Arcelor undertook to guarantee
supplies to its clients during this exceptional period.

The explosion of the construction market in China, associated
with a sustained global growth had animpact on the Group's
beam business. Shipments stood at 4.4 million tonnes, up
6% as compared with 2003. Despite the opportunities on
export markets, Arcelor focused on its traditional clients
in Europe. In Germany, the Benelux and France, apparent
demand remained at its 2003 level, after a first half-year that
was characterized by a very strong apparent demand fueled
by speculation and fear of shortages. The year ended with
destocking in a mediocre economic climate.

in the Iberian peninsula, apparent demand rose sharply in
2004 but was mitigated by a slowdown of sales at the end of
the year, due to the level of stocks.

In the other countries of the European Union, excluding
the new member states, Arcelor consolidated its positions
in relation to 2003. In the Centra!l and Eastern European
countries, Arcelor continued its policy of penetration, all
the while giving pricrity to the harmonization of prices in
the EU-15 markets.
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Deliveries slumped on the export market. The most buoyant
markets for beams were the Middle East, Turkey and Mexico.
Sales in North America, were noticeably down relative to 2003
as aresult of the limited availability of products and the desire
on the part of local producers to limit imports.

With respect to prices, Arcelor offset the repeated increases
in raw material prices by introducing a “scrap surcharge”
in November 2003, dynamically linked to scrap price
movements in Europe. This price model, the limitation of
imports due to the global market situation of long products,
and the sustained speculative demand significantly improved
margins in Europe. As from the second half, business was
however hampered by the strong position of the euro in
relation to the dollar (USD). This situation worsened at the
end of the year as the euro continued to rise.

2004 was a year of contrasts for the sheet piling market.
While the sales volume of hot rolled and cold rolied sheet
piling rose, prices, under pressure, continued to flag during
the first half despite the already low levels reached at the end
of 2003. There was an upturn to satisfactory levels during
the second haif. The increase in sales was particularly
marked on European markets, despite a difficult competitive
environment. The acquisition of the English beam business
of Corus Group plc contributed to this change.

With respect to worldwide export shipments, the volume of
sales in North America was confirmed and the promotion
campaigns conducted in Latin America in 2002 started to
bear fruit and enabled Arcelor to offset the lost sales volume
recorded in the Middle East and in South east Asia.

Price movements throughout the year followed the price of
raw materials. After prices sagged at the beginning of the
first half, mainly as a result of an unfavorable competitive
environment, margins went back to satisfactory levels at the
end of the second half.

Sales volumes for the market for rails for gantry cranes and
special steel sections reached record highs thanks to the
comprehensive range and the cutting-edge products offered.
In terms of prices, the increase in the cost of half-finished
products was offset to alarge extent by the increase in sales
prices. This enabled the business to record satisfactory
margins during the second half.

In the area of rails for public transport, the year ended with
a decline in sales volume on the Spanish market as well as
the export markets.



In wire drawing plants, the sales strategy of the steel cord
branch focuses on the continued reinforcement of the
relationship with clients, the increase in market share outside
Europe and the preserving of market share in Europe, all the
while monitoring growth in emerging markets. Demand rose
allyear round especially for steel cord and saw wire and sales
prices rose to offset the high raw material prices.

The strategy of the low carbon steel branch focused on
growth in high added value products, in particular vineyard
wire, welded screens and fibres for concrete reinforcement.

- 2004 was marked by efforts to offset the price rise of raw
materials by increasing sales prices accordingly.

On the industrial level, the project to extend the crude steel
capacity of the Belgo Mineira steelshop plant in Piracicaba
in Brazil was completed according to schedule and the
additional capacity of 0.5 million tonnes per year was fully
operational as from the beginning of the second half of
2004.

InEurope, the first hot-rolled tests on the new medium beams
mill in Belval, Luxembourg, were conducted in December
2004. The mill will start operating at full capacity as from the
end of March 2005. Because production of the universal milt in
Longwy, France has been transferred to the new mill in Belval,
this mill will be closed in the first quarter 2005.

Inits systematic approach to improve costs (search for "cost
leadership"}, Arcelor has adopted the LUX 20086 action plan,
the objective of which is to revitalise the Long Carbon Steel
sites in Luxembourg. This plan provides for the recrganisation
of work, increased production and an ambitious investment
programme that includes the upgrading of electric steslworks
and the reconfiguration of rolling mills. Wiredrawing plants wil
" also be adapted to the structural changes inthe wiredrawing
sector. The LUX 2006 plan is still being implemented and will
continue until the end of 2006.

The review of the product portfolio of the Long Carbon Steels
sector led to the divestiture of the Aciérie de I'Atlantique
steelworks in Bayonne (France), which was sold to the
Spanish group Afon. The high carbon steel wiredrawing
plants at Emesa and Galycas in Spain were taken over by
the Portuguese group Socitrel. "

With respect to growth projects, the sector extended its British
beam business with an acquisition from Corus Group plc. In
South America, Belgo Mineira increased its interest in Acindar,
in Argentina, in two stages, taking it to 66% in May 2004 and
72.68% in October 2004. Acindar has been consolidated in
the Group’s accounts since May 2004.

Furthermore, the chinese subsidiary of the South Korean joint
venture Trefilarbed-Kiswire is building a second steel cord
plant in Nantong, China.
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Stainless Steel, Alloys and Special
Plates

Revenues and income

Stainless Steet 2003 ' 004
In mitlions of euros

Revenues 4,280 4,577
Change (on a comparable basis) +145%
Gross operating result 23 258
% of revenues 05% 56%
ROCE -39.6 % +128%"
Shipments (in mitiions of tonnes) 2.4 2.1

In 2004, the Stainless Steel sector continued the upturn that
began in 2002 by focusing on its core business of “Europe
and Brazil stainless steel flat products”.

With 4,577 million euros as at 31 December 2003 against
4,280 million euros for fiscal 2003, revenues in the Stainless
Steels, Alloys and Special Plates sector increased by 6.9%
(14.5% on a comparable basis). Despite a 11% drop in the
volume of shipments at 2.1 million tonnes (a 1.6% increase
on a comparable basis), this change is due to a general
increase in total sales prices, especially linked to the surge
inraw material prices, but had no significantimpact on basic
prices. In Europe, the alloy surcharge thus doubled between
the two periods (about € 400/tonne on the average for 2003 as
against more than $ 800 /tonne in 2004). A scrap surcharge,
which did not exist in 2003, was also introduced in the second
guarter of 2004.

Gross operating result for fiscal 2004 jumped to 258
million euros against 23 million euros in 2003. The result
improved as a result of a slightly positive price squeeze, a
more advantageous mix and the significant management
gains achieved. The cumulated impact of all this surpassed
the effect of the various non-recurrent items following the
restructuring in progress on the Sector. The cost reduction
programmes implemented in all the operational units, the
continued improvements or actual breaks all played a major
rofe in making the Sector profitable once again.

Operating result amounted to 117 million euros in 2004
against an operating loss of 463 million euros in 2003.

The production of stainless steel was 2,453 million tonnes
in 2004 compared with 2,650 million tonnes in 2003. This
represented a 7.4% decrease, but a 1.4% increase at
comparable group structure. Shipments increased 1.6% on
a comparable basis.
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Activity

The global economic situation was, onthe whole, satisfactory
in 2004, and was befter thanin 2003. And for all that, stainless
steel markets did not enjoy the same favorable conditions as
those of carbon steel markets because of the commissioning
of many new plants in Europe and Asia that have created
supply pressure on prices.

The deciding factor in market trends was the change in the
price of raw materials:

« trends about nickel that were perceived at the end of 2003
have been confirmed: on one hand, its price rose sharply
(at an average of less than in 2003, it jumped to an average
of nearly $ 14,000 /tonne in 2004). On the other hand, the
price was very volatile (with a minimum in 2004 of about $
10,500 /tonne and a maximum of about $ 17,800/tonne);

+ molybdenum prices increased significantly, increasing four-
fold between the beginning and end of 2004,

» chromium prices also shot up (over 30% over the year);
* lastly, scrap prices more than doubled.

World consumption of stainless steel flat products grew by
7% in 2004. It was more particularly visible in Asia but was
less in Europe (around 4.5%). This was however still largely
higher than the trends of the past few years.

In Europe, apparent demand was correct on the whole,
especially at the beginning of the year. Basic prices increased
during the first half but dropped slightly at the end of the year.
One of the reasons for this was the increased imports driven

~ by the weak dollar.

" In Brazil, the stainless steel market had a very good year

with steady demand and high prices. Apparent consumption
increased by more than 10% as compared with 2003.

Demand on Asian markets was evenly distributed during the
third quarter after a readjustment phase and the destocking
that took piace at the beginning of the year. Asia, and in
particular China, continued to be the main engines of global
growth. :

Inthe United States, the market picked up as compared with
2003. After a few tensions at the beginning of the year linked
to the reduction in supply, prices increased sharply during
the first semester and managed to maintain this high level
until the end of the year.

UGINE & ALZ, the operational arm of the sector dedicated
to flat stainless steels, reinforced its position on its strategic
markets thanks to the highly technical nature of its products
and its assistance to clients in implementing cutting edge
solutions. The organization into market-based sectors played
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amajor role in cementing the relationship created by UGINE
& ALLZ with its partner clients.

Demand for stainless steel long products generally rose for
all areas (bars, drawn wires and wire rods). The increase in
basic prices, especially at the beginning of the year and the
passing on of raw material price increases, including scrap,
helped to keep the business in a positive prize squeeze).

On the specialty plate segment, demand rose very sharply
on the second half of the year resulting in significant price
increases. Asian markets, especially Chinese and indian,
mainly caused this renewed global activity, directly or
indirectly.

The continuation of the reconfiguration of stainless steel
activities in Arcelor was reflected in the disposals carried
out in 2004.

On 19 March, 2004, Arcelor sold its entire étake (96%) in
Thainox to its founding chairman Kuhn Prayudh Mahagitsiri,
a major player of the Thai industrial scene.

On 1 June 2004, J&L Specialty Steel, LLC sold most of
its assets to a subsidiary that was in which Allegheny
Technologies Incorporated had the majority stake.

In Australia, Arcelor sold its 50% stake in the service centre
Pacific Stainless Steel Processors to its partner Atlas Steel,
but maintained special links with this important distributor.

In December 2004, Ugitech disposed of TEVI, its Italian screw
and bolt business to Electro Services and finalised the sale
of Techalloy, its wire drawing business in the United States.
The sale was signed on 9 February 2005.

Onthe sales level, the sector reinforced its infrastructures on
fast-growing markets, A subsidiary of Matthey, Matthey Sro,
was created in the Czech Republic to serve the automobile
exhaust market. The first tube manufacturer to be established
inthis region, it began the cutting business at the end of 2004.
The welding business is scheduled to beginin the first half of
2005. In April 2004, the new flat product service centre, Uginox
Vietnam, was inaugurated in Hanoi and in June 2004 the
second Arcelor Stainless Processing service centre in Detrait,
USA became operational. In August 2004, IUP signed a joint
venture agreement with the Jindal Group in India to create a
precision rolling plant for stainless steel and alloys.

Lastly, the sector continued its organisational and industrial
overhaul. The restructuring of the upstream phase of
UGINE & ALZ advanced. The Ardoise steelworks (France)
was discontinued at the end of June 2004 and the Genk
steetworks {Belgium) continued toincrease its capacity. The
Carinox project, the instaliation of a new steelworks upstream
ofthe hot strip millin Charleroi work on which began on 2 April
2004, advanced according to schedule for commissioning



planned for the end of 2005.

At the same time, UGINE & ALZ revamped its organisation
through the UGINE & ALZ Way project, leading to the creation
of three market-oriented poles (Specialties in Gueugnon
France, Industry in Genk, Belgium, and Automotive in
Isbergues, France) supplied by an upstream pole comprising
the steelworks and the Carlam-Carinox hot-rotied mill.

In autumn 2004, UGINE & ALZ announced that it was bringing
together its distribution activities in France on the Isbergues
site. This involved the gradual transfer of the Gonesse service
centre in the Paris region to Isbergues.

The entity Imphy Ugine Précision restructured its organization
by separating the stainless steel and alloy business and
specializing its French sites: Pont de Roide now focuses
on stainless steel while Imphy and Firminy are dedicated
to alloys.

Ugitech carried out its Renaissance plan aimed at simplifying
its crganisation and cutting down on its structures and
overheads.

In Brazil, Acesita, the only manufacturer of flat stainless steels
in South America, in which Arcelor has a 27.68% interest
and which is consolidated under the equity method in the
Group's consolidated accounts, continued its upturn. This
was after the difficult financial situation experienced in 2003
as a result of a high level of indebtedness, and which was
exacerbated by the effects of the devaluation that took place
at the end of 2002.

Improved management methods, the smooth running of
facilities, the excellent performance of the Brazilian market,
- which consolidated its growth as well as competitive costs
that guaranteed high export margins enabled the company
to return to a growth in profits. Acesita, which is today one of
the most profitable companies of the stainless steel sector,
is pursuing its drive to reduce its debt.

Distribution, Transformation, Trading

Revenues and results

Distribution-Transformation-Trading 2003

In millfons of euros

Revenues 7,954 8,267
Change (onacomparablebasis) . 1 +125%
Gross operating result 284 513
% of revenues 3.6% 6.2%
ROCE 9.2% 24.2%
Volumes sold (in mitions of tonnes) 15.99* 14.98

(1) excluding Tubes and PUM Processing
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In 2004, revenues for the DTT sector increased from 7,954
million in 2003 to 8,267 million in 2004, representing 3.9%
growth. Excluding currency effect (less 128 million euros, as
a result of the depreciated dollar) and consolidation effect
{less 836 million euros), the increase was 17.7%, representing

a 6.9% drop in volume and a 26.5% increase in price.

Atotal volume of 14.9 milliontonnes of products was shipped
in 2004 compared to 15.9 million tonnes in 2003. On average,
30% of the total volume of annual shipments comes from
non-Group supplies.

Changes in consolidation can be explained by the sector’s
strategic recentring on trading and metallic product finishing
activities in EU-25 (Arcelor Négoce-Distribution, Arcelor Steel
Service Centres), sections and construction panels (Arcelor
Construction), metallic foundations (Arcelor Projects) and
international trading activities (Arcelor International).

Significant disposals in 2004 included the sale of the US -

company J&F (flat carbon steel finishing), previously fully
consolidated and IMS {distribution}, previously consolidated
as an associated company. Furthermore, the entities
disposed of in 2003 fully impacted 2004 revenues (Arcelor
Tubes, PUM Pilastiques, Considar) The sector also sold its
interest in Condesa.

The acquisition of Ravené Schéfer, alarge metallic products
trading and distribution company in Germany, had a material
impact on year-end accounts.

For Arcelor DTT, the tense steel market in 2004 (China
effect) resulted in a significant rise of its average sale prices
and scarcity of products. DTT was able to meet its delivery
commitments for most of its clients within excellent lead
times thanks to support from Arcelor group's “upstream”
activities.

Gross operating margin (gross operating resuit/revenues)
jumped from 3.6% in 2003 to 6.2% in 2004 due to three
factors: the DTT sector's capacity to rapidly pass on the sharp
increases in material costs that it had suffered; management
gains of over 40 million euros; and a stock valuation effect.

Activity

The most significant events in 2004 for Arcelor Négoce-
Distribution (AND) remains the positive change inthe average
sale price level driven by the hefty increase in raw material
costs, passed on to sale prices and the relative scarcity ofa
number of products on the market. On a comparable basis,
AND revenues soared 27.6%, representing & 31.6% rise in
prices and a 3% drop in volume.

GROUP BUSINESS REPORT
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AND bolstered its position in Germany with the acquisition
of Ravené Schéfer, one of the largest players on the German
market. This acquisition pushed AND to the rank of n° 3
trading player in Germany.

in the other European countries, there was no significant
growth on the business market, except in Spain where
AND's average activity volume increased by 12%, driven by
demand for renovation steel products. Sales dipped slightly
on the French market as a result of a deliberate commercial
policy preferring profitability to volumes.AND continued its
deployment in Central and Eastern Europe. Five new sales
outlets were opened in 2004, raising the total number of AND
business locations in that region to 29.

In a market characterised by the scarce supply of the raw
materials required for steel production, Arcelor Steel
Service Centres (ASCC) focused on meeting its delivery
commitments to its European clients under the best service
conditions, in partnership with Arcelor’s Flat Carbon Steeis
sector. On acomparable basis, and excluding currency effect,
the revenues of Arcelor SSC jumped 16.5%, representing a
19.2% rise for prices and a 2.2% drop in volume.

Thanks to the various development initiatives taken during the
financial year, ASSC managed to maintain its positioning on
its historic markets while expanding in Central and Eastern
Europe. Volumes sold by Arcelor Stal Serwis Bytom (Poland)
rose from 58 kt in 2003 to 85 kt in 2004. A new Steel Service
Centre is scheduled for commissioning in Slovakia in 2005.

Other ASSC activities in 2004 included the continuation of
several restructuring operations aimed at sharpening its
competitive edge, particularly in Germany, France and the
UK and disposal of J&F, which operates four service centres in
the US). In addition to these operations, ASSC concentrated
on other operations involving benchmarking and exchange
of good industrial practices and extended them to the
coordination of the safety approach.

ASSC also consolidated its customer service approach. For
example, the acguisition of Dechefer in France helped ASSC
to consolidate its presence on the market of organic coatings
and offered it a foothold in stamping.

At year-end 2004, ASSC was able to meet the outsourcing
requirements of part of the stamping activity of a major client
in the field of electrical equipment and switchboxes. This same
approach which led to the two-fold increase in the capacity
of the Bytom site in Poland with the installation of a second
slitting machine and three blank cutting presses, allowed ASSC
to fully meet the outsourcing requirements for blank cuts for
automotive sliders for a leading international client.

LUE INO. 04-04/4/

Arcelor Construction recorded a significant increase in
its sale prices throughout 2004, while its volumes declined
compared to 2003 in a context of sluggish investments,
especially during the second half. On a comparable basis,
and excluding currency effect, the revenues of Arcelor
Construction rose by 10.6%, representing an 8.9% rise in
average sale prices and 1.6% in volume.

The continued migration of orders from sections to panels
{products with a higher value added) had a positive effect on
revenues and margins. Business growth continued in Central
Europe with the opening of a new production facility in Kiskun
in Hungary (profiling line).

The upgrade of the picking line at Haironville in France was the
most significant industrial eventin 2004. It main contributions
included improving revenues for that financial year. The
restructuring carried out in Germany in 2003 also boosted
revenues for the year. In France, a vast restructuring plan
was launched and successfully completed in response to
the downward trend of the industrial and commercial building
market.

The sharp increase in prices in 2004 resulted in shrinking
votumes for Arcelor International. The recorded dip in sales
in Asia and on large export markets (Near and Middle East,
North Africa) was only partly offset by a slightly stronger sales
turnaround in the US, since Arcelor's "upstream” sectors
gave priority to their European clientele and reserved their
volumes for them.

On a comparable basis, and excluding the currency effect, the
revenues of Arcelor International rose by 3.7%, representing
a 20.6% rise in prices and a 14% drop in volume.

In 2004, Arcelor International continued to recrganise its
sales network by chiefly focusing on the creation of "Arcelor
common roofs” in different countries such as China, India
and Mexico. In 2004, Arcelor International also finalised an
agreement with one of the largest Japanese engineering firms
in the context of the construction the new Shanghai World
financial Centre, the second tallest building in the world. This
project will enable Arcelor International to deliver HISTAR
345 quality sections for the first time in China. This flagship
product developed by the Group’s Long Carbon Steel secter
will generate substantial savings in costs and weight.

Arcelor Projects recorded an increase in volumes sold inthe
foundation products core business as well as anincreasein its
average sale prices, in particular inthe US. Ona comparable
basis, and excluding the currency effect, the revenues of
Arcelor Projects rose by 13.8%, representing a 13.1% rise in
prices and an 0.7% increase in volume.




The American unit Skyline started the construction of a new
large tube production facility that will allow it to develop a
comprehensive stee! solutions offering for foundation projects
in the NAFTA zone.

Lastly, Arcelor Projects China was created in 2004 to promote
and sell steel solutions for foundations and take advantage
of market opportunities in China.

Other activities

* Paul Wurth

Operating in a sector driven by steady demand and the
beneficial effects of the consolidation of the steel industry,
Paut Wurth saw its business and rentability grow significantly
in 2004 for the entire Group. Revenues earned in 2004
totaled 163 million euros, compared with 145 million euros
the previous year. There was a 70% increase in new order
volumes as against 2003.

With the strategic acquisition of Didier - M&P Energietechnik
GmbH, a German engineering company, specialized in hot
blast stove technology and refractory lining for blast surfaces
in December 2004, Paul Wurth has completed its product
range, thus reinforcing its position as a global leader on the
blast furnace technology market. Paul Wurth continued to
be driven by the strong Chinese demand in this sector. In
2004, contracts from China accounted for nearly a quarter of
all new orders received by Paul Wurth SA. Brazil and Russia
also represented key markets for the company.

In the sector of equipment for steelworks and continuous
casting plants, Paul Wurth continued the successful marketing
of its Vibromo!ld® oscillating molds.

In research and development, Paul Wurth focused mainly
continuing the research carried out for the Primus® project.
It conducted laboratory and industrial-scale tests on the
treatment of integrated plant sludge, and also worked the
optimization of facilities that would enable the modification
of the Primus® installation at Primorec SA in March 2005 to
raise its capacity to 10 tonnes per hour of steel co-products
treated.

The division in charge of management of major civil
engineering projects reinforced its position in the region for
private and government as well as industrial projects and
won large contracts and orders in 2004.
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Circuit Foil

After the excess capacity crisis of 2001, which affected the
copper sheet sector, the industry went through hard times in
2002 and 2003. The market shifted from Europe, the United
States and Japan to the South-East Asian countries and China.
Today, Asia accounts for roughly 50% of Circuit Foil sales.
Despite the 16% increase in production and the 20% increase
in sales prices in 2004, volumes had dipped at the end of
the year, which led to the decision to temporarily interrupt
production at the Granby plant in Quebec. The increase inthe
cost of copper at 3000 USD/tonne and the weak dollar had a
negative impact on Circuit Foil's results. Nevertheless, the cost
reduction and productivity improvement program launched in
2004 improved performances by 15%.

Industeel

The Industeel group, a manufacturer of special steel plates
(alloy and stainless steels), reported 2004 revenues of 666
million euros for 342 kilotonnes of shipped sheets. A policy of
specialties, boosted by surge in demand, enabled it to return
to positive operating results despite the explosion in the prices
of some raw materiais.

Industeel invested approximately 1.2% of its revenues in an
active Research and Development policy. The Group employs
50 people inits Metalturgical Research CenterinLe Creusot. In
2004, the Group marketed two new Superplast 400 shades for
molds and Duplex Ur45N steet with improved weldabifity.

In 2005, Industeel will continue to specialize in profitable niche
markets and is promoting the innovation process to maintain
its technological edge while preparing its long-term plan, which
includes the conclusion of partnerships.

Financial activity

Arcelor continued to implement its financial policy in 2004, by
focusing its organization around Arcelor Finance SCA and
Arcelor Treasury SNC, and by optimizing its financial burden
and financial security via a very high liquidity level.

Arcelor Finance provides support to the tune of €4.9bn in short,
medium and long-term financing; it intervenes on the financial
markets with Arcelor's rating.

Arcelor Treasury covers everyday financial risks, including
those involving foreign exchange rates, interest rates and
raw materials, in line with the detailed principles {see Note 25
annexed to the accounts) approved by the Audit Committee.
It also centralizes the cash management system.

GROUP BUSINESS REPORT
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In2004, Arcelor carried out a number of large operations inthe
financial market, including:

* inMarch, it took up its purchase option in O.C.E A.N.E. 2006,
with the conversion of 80% of the equity issue by exchanging
22 million own shares;

* in July, itissued 533 million warrants which, after being taken
up, increased its equity capital by €1.1bn;

CAPITAL EHPENDITURE

File No. o2-34727

+ in October, Arcelor Finance launched a 10-year loan bond
for €500m at 4 5.8%.

Arcelor also made an anticipated repayment of some high-
interest loans in order to reduce its interest burden.

Finally, in December, Arcelor Finance launched a new bank
syndication which was successfully concluded in February 2005
with 41 banks for €3bn, to replace the previous lines.

EURCHASES OF TANGIBLE ASSETS BY INDUSTRY SECTOR

] 2004 | Share of sector

In mitiions of euros

Flat Carbon Steel 722.8 53.4 %
LongCarbonSteel . { 3763 278%
Stainless Steel 145.4 10.7 %
Distr. Transf. Trading 76.7 57%
Other activities 320 24%
TOTAL 1,353.2 100.0 %

Capital expenditure on the Flat Carbon Steel sector stood
at 722.8 million euros at the end of December 2004. They
mainly concerned:

* the injection of carbon into the SWB bilast furnace in
Bremen, and the Ekostahl blast furnace in Eisenhittenstadt,
Germany;

. » work related to the ACB pickling line and the expansion of

the second thin slab casting line in Bilbao, Spain;

» the transformation of the Mardyck galvanizing line and the
renovation of the gas holder of the coking plant and blast
furnace at Dunkerque (France);

* the renovation of the four-stand rolling mill, of the mixed
continuous annealing facility, the strip mill and of in the
Sollac Lorraine steelworks (France);

* the increase in production capacity of the coking plant and
dust removal capacity inside the chimneys of the Sollac
Méditerranée industrial center (Fos, France),

* the Plasma vacuum coating line prototype and the buyback
of the acquisition of the CARSID electric ovenfor 24 million
eurcs from Cockerill Sambre (Belgiumy;

* the finalization of the building of the Vega do Sul plant
(Brazil);

» the renovation of the tin lining plant at Arcelor Packaging
Intl. Espana (Spain);

« expenditure relating to the improvement of quality, the
development and adaptation of materials and environmental
protection.

In August 2004, CST, Belgo-Mineira and Sun Coal & Coke
Company signed an agreement to create a joint venture called
SOL Coqueria Tubarao that would be used in the building of
anew coking plant in the State of Espirito Santo in southeast
Brazil. Expenditure for 2004 was 60.6 million euros. This new
facility, which is scheduled for taunching in July 2006, will have
cost a total of 380 million US dollars and will have an annual
capacity of 1.55 million tonnes of steel coke. The creation of
this joint venture is part of the expansion strategy adopted
by CST to raise its annual production of slabs from 5 million
to 7.5 million in 2006. SOL Coqueria Tubarao is owned by
CST (62%) Beigo Mineira (37%) and by Sun Coal & Coke
Company (1%).

The companies of the Long Carbon Stee! sector invested
376.3 million euros for the building of the new medium
beams mill in Luxembourg, to modernize and extend existing
facilities, in particular the one at Piracicaba in Brazil for bar
production. Furthermore, expenditures to increase worker
safety, the modernization of facilities and the protection of
the environment completed the investments made by the
sector.

The most substantial expenditure on the modernization and
extension of existing installations concerned the continuous
caster and the Zumarraga rolling mill, the Azpeitia rolling mi!,
the Olaberria rolling mill and the continuous caster at Madrid
in Spain and Brazil as well as the modernizations of the Vitoria
rolling mitl.

Expenditure for the Stainless Steel sector totaled 145.4 million
euros and mainly concerned:

* the continuation of expenditure for the new electric steelworks,




Carinox, which is installed upstream of the Carlam strip mill
in Chételet (Belgium) was 63.2 million eurcs;

* expenditure relating to the tension leveling line at UGINE &
ALZ France;

* expenditure at Ugitech concermed the installation of a second
dust remover in the steelworks and a new bell annealing
facility (France).

Sundry expenses to improve safety at work and industrial safety
completed expenditure on the sector.

Own SHARES
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The Distribution, Transformation, Trading sector made
investments worth €76.7m, most of which went to:

s increasing the processing capacity at Arcelor Stal Serwis in
Poland;

« the construction of an Arcelor Project factory for large
foundation tubes in the United States;

* the new pickling line in Contrisson (France) for Arcelor
Construction.

The Ordinary General shareholders’ Meeting held on 30 Agpril
2004, replacing a similar authorization dated 25 April2003,
authorizes the Board of Directors, in accordance with the
conditions established by the Luxembourg law regarding
commercial companies (“the law"), to acquire the company's
own shares orto have the shares acquired by other companies
of the Group as provided for in Article 49a of the law.
The authorization of 30 April 2004 is stipulated to be valid for
18 months (until 30 October 2005), unless renewed before said
deadline, and allows the acquisition of Arcelor shares provided
that the number of shares at no time exceeds the limit of 10% of
the subscribed capital as provided for by Articles 49-2 and 49a
of the law, at a price ranging between 5 euros and 25 euros per
share. A resolution will be submitted to the Ordinary General
Meeting to be held on 29 April 2005 to replace the authorization
of 30 Aprit 2004 with a new authorization that will be adapted to
the new regulation of the financial market authorities (France)
concerning share acquisitions.

Arcelor SA did not directly acquire or hold own shares in 2004,
except for a temporary period.

As at 31 December 2004, the Arcelor group held 26,802,407
of its own shares, representing 4.19% of the total number of
shares issued at a book value of 134,012,035 euros. Of these
26,802,407 shares, only 25,010,596 (i.e. those held by the
direct subsidiaries Arbed and Usinor) should be included in
the aforementioned limit of 10%. However, the voting rights
were suspended on all 26,802,407 own shares.

During the 2004 financial year, the Group executed the following
transactions in relation to its own shares.

Acquisitions

* Arbed purchased 1,269,018 shares on the spot market at
equivalent values ranging between 13.13 euros and 14.77
euros. The average weighted price was 14.36 eurcs. These
purchases were made to stabilize the market price of the
company's shares.

Sales

+ Arbed sold 4,109,694 shares on the spot market at
equivalent values ranging between 13.29 euros and
15.08 euros. The average weighted price was 14.97 euros.

These sales were made to stabilize the market price of the -

company's shares.

Arbed sold 900,000 shares by exercising call options
at equivalent values ranging between 14.60 euros and
15.90 euros. The average weighted price (including the
premium} was 15.44 euros. Theses sales helped finance
the acquisition by the Group of the Aceratia shares through
a takeover bid launched on 22 January 2004.

Arbed sold 316,047 shares to Arcelor to be transferred to
Usinor shareholders who had exercised their exchange
right, following delisting of Usinor shares on the Euronext
Paris Premier Marché in 2002, at equivalent values ranging
between 12.59 euros and 15.85 euros. The average
weighted price was 14.26 euros per share.

.

Arbed sold 337,707 shares to Arcelor to meet the requests
for Arcelor share allocation received from holders of
0.C.E.AN.E. 2005 bonds at an equivalent value of
19.33 euros per share.

Sidmar sold 22,488,690 shares to Arcelor to meet the
requests for Arcelor share allocation received from holders
of O.C.E.A.N.E. 2006 bonds at an equivalent value of
13.81 euros per share.

Arbed sold 1,887 shares to Arcelor to meet the requests for
share allocation received from holders of O.C E.AN.E. 2006
bonds at an equivalent value of 13.81 euros per share.

Out of the total of 1,020,000 shares transferred by Arbed to
Usinor, 957,375 shares were settled by Usinor for its stock
option plans at an equivalent value ranging from 13.92 to
15.24 euros. The average weighted equivalent value was
13.93 euros per share.

GROUP BUSINESS REPORT
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File No. 82-34727

Own shares 31/12/2003 004 foveme

Arbed SA 30,260,403 24,844,086 -5416 317
Usinor SA 103,885 166,510 + 62 625
Sidmar NV 24,280,501 1,791,811 - 22 488 690
TOTAL 54,644,789 26,802,407 - 27842382

Consequently, the Group acquired 1,269,018 own shares in 2004,
representing a total book value of 6,345,090 euros or 0.20% of its
subscribed capital as of 31 December 2004. ltalsosold 23,111,400

of its own shares during the financial year, representing

OUTLOOK

atotal book value of 145 557,000 euros or 4.55% of its subscribed
capital as of 31 December 2004. In all therefore, it sold 27,842,382
own shares, representing a book value of 139,211,910 euros or
4.35% of its subscribed capital as of 31 December 2004.

The main economic agencies expect global economic
performance to remain generally buoyant in 2005, despite a
slight decline compared to 2004 which yielded brilliant results
interms of world economic growth. The recovery is expected
to remain steady throughout the year. At 3.3%, global GDP
should exceed its long-term growth rate of 3.1%. In the
short-term, the evolution of the world economy could mostly
depend on the performance of the American and Chinese
economies, the twin growth engines since the 1997-1998
Asian crisis. Industrial production in 2005 is expected to grow
by some 4% compared to 5% in 2004.

GDP in the United States, for the entire 2005, is expected
to rise by approximately 3.5%. Experts are also counting on
continued significant growth in industrial production, by 4%
after 4.5% in 2004. Indeed, in the light of higher cil prices, the
gradual increase of interest rates and the end of tax breaks,
the growth of the US economy is expected to inevitably slow
down.

- Growth should remain extremely vibrant in Central and

South America. GDP is expected to rise by 4.1% in 2005 and
industrial production, even more dynamic, should record a
growth rate of 4.7% after jumping 6.2% and 9.7% in 2004.

In the emerging European countries (CIS, ten new EU
members, other East European countries), the buoyant
economy is expected to last. GDP for ali these countries
should grow by approximately 5.7%, slightly iess than the
previous year's figure of 6.7%.

The Japanese economy is expected to grow at a slower pace
of 1.5% in 2005, due to the expected flagging of export growth
and stagnating discretionary income for households which
will curb any turnaround in consumer spending.

In China, a more restrictive economic policy, combined with
higher oil prices, should slow down growthin 2005 by 7.5%-8.0%.
Economic activity should nevertheless remain buoyant thanks in
particular to investments in the electricity production sector, the
booming property sector and the growth of private consumption
due to a strong rise in the income of rural populations.

For all other Asian countries, experts expect GDP and
industrial production to grow by 5% in 2005.

InWestern Europe, after 2.1% growth in 2004, GDP is expected
to be driven up 1.9% by exports. Industrial production, up by
1.6% in 2004, is expected to rise by 2.3% this year. In the
euro zone, GDP is expected to creep up by merely 1.7%
in 2005 and industrial production should do slightly better
with 2.3%.

Production in the steel-consuming industries is expected to
remain slightly high throughout this year. InEU15, SWIP (steel
weighted industrial production index) should rise by roughly
2% for the full year 2005, representing a slightly lesser growth
than in 2003 (+3%).

Based on these assumptions, the apparent global
consumption of steel, outside China, should increase this year
by roughly 3.0%. In China, apparent consumption shouldrise
by 7%. Although China will remain a netimporter of flat carbon
products, it is expected to move closer to equilibrium.

In EU15, apparent consumption is expected to follow close
on the heels of 2004, after a slightly negative contribution
from the stock cycle.

Inthe US, apparent consumption is expected to shrink in 2005
by roughly 5% as a result of excessive supply in 2004.

The steel industry should benefit from this positive situation,
mainly thanks to continued consumption in China.
The situation is confirmed by tensions cbserved concerning
raw material availability and prices, together with shipment
costs. Sale prices are expected to remain high.

After an exceptional 2004, 2005 should be a year of more
moderate growth for the steel industry and a very good year
for Arcelor.

After devoting two and half years to implementing the merger,
Arcelor launched a vast transformation programmed in July
last year. The consolidation of the assets of CST (Brazil) in
October is the first step in the process to radically improve



the Group's profitability levels. International expansion is
a priority, through both organic development and relutive
mergers and acquisitions in high-growth regions or on
specific markets. Arcelor intends to continue its active portfolio
management which will include expected disposals of non-

EVENTS AFTER YEAR-END

e INO. 02-34/4/

GROUP BUSINESS REPORT
GROUP CONSOLIDATED MANAGEMENT REPORT

core or non-profitable business operations. The Group will
continue its restructuring, starting with the decommissioning
of a continental blast furnace in Europe, scheduled for this
summer. ‘

* On December 28, 2004, Acelor issued a public repurchase
offer for the Usinor minority shares. Following this operation,
on January 11, 2005, the Group owned 100% of Usinor's
shares.

» Of the 24,723,689 Arcelor O.C.E.AN.E. 2005 bonds in
circulation on 31 December 2004, requests were made
to convert or exchange 328,512, This was honored by the
delivery of 337,707 existing Arcelor shares, and the balance
of 24,395,177 shares was reimbursed on 3 January 2005.

ADDITIONAL INFORMATION ABOUT ARCELOR SA

In 2004 Arcelor SA, the parent company of the Arcelor
group, continued to manage its portfolio of holdings. Fiscal
year 2004 was mainly marked by the capital increase of
1.17 billion euros through the issue of stock warrants in July.
Of the 533,145,273 stock warrants that were allotted free of
charge by the company, 498,251,550 warrants, representing
approximately 93.5% of the total warrants, were exercised.
This led to the allotment of 89,650,310 new shares
on 27 July 2004. Arcelor invested 6,978,744 new shares
that were also issued on 27 July 2004, corresponding to the
34,893,723 unexercised warrants (taking into account the fact
that three warrants could not be exercised because of the
round lots that had been defined), with institutional investors
outside the United States.

To strengthen the Group balance sheet and reduce the cost of
debt, Arcelor had decided on the accelerated redemption of
the O O.C.E.A.N.E. Arcelor 2006 bonds since the conditions
for redemption had been fulfilled. It issued Arcelor 2006
O.C.E.AN.E. bonds at EUR 12.81 with a maturity date of
1 January 2006 and with an annual interest rate of 3% that

* On 9 February 2005, Arcelor signed an agreement with
Central Wire to sell shares of Techalloy Company, Inc.
Techalloy Company, Inc., owned by Arcelor through its
subsidiary Ugitech SA, is an American company specialized
in the production of stainless steel and nickel alloy wires
as well as in welding electrodes. The sale of Techalloy
Company, Inc. falls within the framework of the refocusing of
the Stainless Steel sector on its Flat Stainless Steel activities
in Europe and Brazil.

were convertible or exchangeable at the rate of one bond
for one share. In the absence of accelerated conversion or
amortisation, these bonds had to be redeemed at maturity
at 110.905%, or for a par value of EUR 14.20. O.C.E AN.E.
holders had the option, up till 11 March 2004, inclusive, to
exercise their rights to receive shares allotted in this case
by making available Group treasury shares, with retroactive
effect from 1 January 2004. At the end of this offer, 22,490,577
O.C.E.AN.E. Arcelor 2006 bonds, i.e. 81.05% of the original
issue, had been exchanged for shares and 5,256,793
O.C.E.AN.E. Arcelor 2006 bonds were redeemed on
22 March at a par value of 13.80607 euros per share.

Arcelor ended fiscal year 2004 with earnings of 707 million
euros, primarily from revenues from its holdings.

The general meeting of shareholders will be asked to approve the
distribution of a gross dividend of 0.65 euros per share for 2004,
compared with 0.40 euro per share for the previous year.

GROUP BUSINESS REPORT
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RiSK management report

GENERAL LEGAL RISKS RELATED TO ARCELOR GROUP ACTIVITIES

The Groupis not exposed to any major legal risk as a result of
its steelmaking activities. The Group's production plants are
operated in full compliance with all relevant regulations.

The conditions under which the Arcelor group markets and

. delivers its products are subject to commercial negotiation.

These conditions of delivery may specify that courts sitting
in the purchaser's country will be competent to rule in the
event of dispute. Furthermore, legislative or regulatory
instability in some of the countries where the Arcelor group
established (e.g. through joint ventures) may pose a general
legal risk of exposure through the conduct of its activities.
However, the Group has a number of decentralized legal
centers in its main non-European locations. Wherg it is not
financially feasible to maintain its own legal resources, the
Group engages the services of internationally recognized
and reputable lawyers.

In some instances, the Arcelor group may, have no alternative
but to insist on its rights and safeguard its interests in the

context of its business activities, especially where technical
or commercial disputes are concerned (for more information
on this point, please refer to the “Litigation”, “Sales Barriers”
and "Anti-dumping and anti-subsidy practices” chapters).

The normat legal risks arising from Group business activities
and operations are monitored by the Group's Legal Affairs
Department, which is itself subject to internal control
procedures implemented by the internal audit teams (please
refer to the Chairman of the Board of Directors Report on
Corporate Governance and internal control procedures).

It should be noted that any legal risks identified become the
subject of financial provisions accounted for within Arcelor
group subsidiaries in accordance with the appropriate
accounting standards.

The Arcelor group no longer has any ore extraction or coal
mining activities in Europe.
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The various stages of steel production

Liquid steel is produced from ore (hot metal route accounting
for 70% of Arcelor's productions) or from scrap (glectric arc
furnace route representing 30% of Group output). The liquid
steelis then solidified by casting in a continuous flow machine.
The result is semi-finished products in the form of rectangular
section bars (slabs) or square section bars (blooms
or billets), which are the feedstock for the final production form.
This feedstock is converted into finished products by rolling,
with some products undergoing additional heat treatment.
Over half the hot-rolled sheet produced is later cold-rolled,
and may be coated with anti-corrosion protection.

Type of risk

Accidental fire and explosion are the major operational risks in
the various types of steel producing plants, which include coking
plants, sintering plants, blast furnaces and electric furnaces.

The main causes of these risks include the production of gas
(in coking plants and blast furnaces), the high combustibility
of the coals used and contact between cooling water and
molten metal.

The electrical equipment and reheating furnaces usedin hot
and cold rolling mills and coating plants represent the main
fire flash points. The lubricants and hydraulic fluids used are
highly flammable.

Steel production requires the use of scrap, whether for converting
* hotmetal into steelin aconverter or directlyinanelectric furnace.
Arcelor applies stringent internal controls to protect itself against
the risk of filling, its furnaces with radioactive scrap iron.

Risk evaluation in terms of impact and
prabability

Industrial safety is a strategicissue for Arcelor. Each site applies
the Group safety policy, with adaptations to comply with local
legislation. This policy contains all the organizational and
material provisions required to preventindustrial accidents or
incidents wherever possible and to limit their consequences
for people, facilities and property.

The general objectives and management responsibilities are
set down in writing, and practical action plans are drawn up
to address the differences between practice and those fixed
objectives.

Industrial risks are analyzed at the design stage and preventive
measures are put in place inaccordance with the Arcelor “Loss
Prevention Guide”. Sites are subject to internal and external
audits at a pre-defined freduency which is established to
reflect the degree of individual risk. These audits are followed
upwith arisk evaluation report, setting out preventive actions
involving the workforce and plant equipment. Those sites
subject to Seveso Hl regulations have been subject to special
audits conducted by internal experts, in accordance with the
Arcelor DCO-18001 reference procedure. These audits will
be extended to other Group sites during 2005.

Procedures implemented to monitor and
measure these risks

Ever since the company was first created, Arcelor has
operated an industrial safety committee as part of its Health
& Safety Department. The members of this committee are all
industrial and engineering safety representatives. Its mission
isto define and propose safety initiatives to the Management
Board. The committee was responsible forimplementing the
Arcelor “Loss Prevention Guide” which measures industrial
safety levels and ensures that those levels are consistent
across all Group sites. It has also set up a network of industrial
safety specialists, responsible for day-to-day management,
plant compliance and ensuring that regulations are adhered to.

Every year, a priority investment plan is put in place to
implement practical recommendations. This plan is then
supervised by the Arcelor Health & Safety Department’s
industrial safety committee.

GROUP BUSINESS REPORT
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ENVIRONNEMENTAL RISKS

Ll ANV, V&7 T &7

Environmental risk management identifies those known and
estimated impacts covered by balance sheet provisions and
any future internal or external events (with varying degrees
of certainty) liable to prevent Arcelor from attaining its
environmental targets and which could, from an accounting
pointof view, take the form of an off balance sheet commitment
(corresponding to an estimated future expense which is
possible, but not certain) or, alternatively, in an investment.

Internal events occur mainly as a resuit of failures in the
production process or the processes involved in treating
industrial waste and residues. These failures could jeopardize
Arcelor's ability to reach its target, namely complying with
current legistation in all cases and a ensuring a continual
reduction in the volumes of waste and non-recyclable
materials produced.

Arcelor has developed four types of control to address these
risks:

« directive: the obligation on every production site to obtain
ISO 14001 certification and the implementation of a
corporate environmental policy;

« preventive: by systematically involving the Environment
Department in major investment projects (in order to build
installations that respect the environment) and involving
environmental managers in the due diligence procedures
that precede all acquisitions;

« detective: audits to ensure compliance with environmental
legislation and the Group’s environmental policy are

conducted regularly by the Environment Department.
Waste monitoring indicators were introduced for all Group
subsidiaries in 2004;

» corrective: with the implementation of a Group level
organization to stimulate synergies and intensify pooling
of environmental Best Practice.

External events relate mainly to the growing pressure
imposed by environmental laws and regulations. This
legislative pressure comes principally from four directions:

+ the European directive on the trading of CO. emission
permits, which comes into effect in 2005;

+ processing of the waste generated by sintering plants
arising principally from implementation of the European
IPPC (Integrated Pollution Prevention and Control) and NEC
(National Emission Ceifings) directives;

* increased restrictions and taxation on the storage and
elimination of industrial residues;

+ soil clean-up operations on defunct sites, which presents
a major challenge to the Group, since the cost involved
can only partially be offset by reallocating land for new
activities.

The constant changes to the legisiative framework cause
the target for regulatory compliance to shift constantly. This
plays a direct role in increasing the future operating costs of
steelmaking plants, especially those in Europe.
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MARKET RISKS (LIQUIDITY, INTEREST RATE RISK, ERCHANGE RATE RISK AND RISK

0N SECURITIES HELD)-

Derivative financial instruments

The Group uses derivative financial instruments to hedge its
exposure to fluctuations ininterest rates, exchange rates and
the price of raw materials and energy. The Group manages
the counter-party risk associated with these instruments by
centralising its commitments and by applying procedures
which specify, for each type of transaction, risk limits and/
or the characteristics of the counter-party. The Group does
not generally grant to or require from its counter-parties
guarantees over the risks incurred.

Risks associated with exchange rates, interest rates and the
price of base metals and energy of all Group companies are
subject to centralised management at parent company fevel,
The main exceptions to this rule are the North and South
American group companies. These companies manage their
market risks in consultation with the parent company.

Interest rate risk

The Group uses several types of instruments for the
management of interest rate risk in order to optimise its
financial expenses, to hedge exchange risk refated to loans
in foreign currencies and to manage the split between fixed
and variable rate loans.

Interest rate exchange contracts {'swaps') allow the Group
to borrow long-term at variable rates, and to swap the rate of
this debt either from the start or during the pericd of the loan.
The Group and its counter party exchange, at predefined
intervals, the differance between the agreed fixed rate and the
variable rate, calculated on the basis of the notional amount
of the swap.

Similarly, swaps may be used for the exchange of one foreign
currency against another, within the framework of exchange
risk management, or for the exchange of variable rates
against other variable rates.

FRAs ('forward rate agreements’) and futures contracts on
interest rates are primarily used by the Group to hedge the
rates paid on loans and variable rate financial instruments or,
in particular cases, on existing or future loans. Similarly, futures
contracts are used by the Group to hedge the difference inthe
rates between two currencies in particular cases and withinthe
framework of exchange risk management. These contracts
are either commitments to buy (or sell) a financial instrument
atafuture date and at an agreed price, or to receive (or pay) at
afuture date the difference between two given rates. Certain

(*) Detailed explanation - Note 25 - Derivative financial instruments

instruments can be settled in cash, others can be settled
through delivery of the underlying asset or in cash. The Group
will generally only commititself to highly liquid term contracts,
such as EURIBOR or Eurodollar futures.

Where applicable, initial and daily margin calls on term
contracts are paid or collected in cash. Futures contracts
carry a low credit risk since exchanges are made through
a clearing house. FRAs are generally only entered into with
major banking institutions.

In addition, the Group may buy (or self) options on interest
rates, caps (ceiling rates) or collars within the framework
of its hedging strategy on loans and variable rate financial
instruments. Rate options give the right to the buyer, upon
payment of a premium, and at a given date or during a given
period, to buy (or sell) from the seller of the option a financial
instrument at an agreed price and/or to receive (or pay) the
difference between two given rates or prices.

Interest rate derivatives used by the Group to cover variations
inthe value of fixed rate loans are qualified as fair value hedges
according to IAS 39. These derivatives are re-valued at the
balance sheet date and have an impact on the net profit or
loss. This impact is neutralised by a similar revaluation of the
hedged part of the associated loans.

Other interest rate derivatives owned by the Group on
31 December 2004 are not qualified as hedging instruments
according to IAS 39. As at 31 December 2003, a gross
variation of 2.5 million of euros and a net loss of 18 million of
euros were recorded.

Exchange rate risk

The Group uses forward purchases and sales of foreign
currency and other derivatives to hedge foreign currency
transactions of the majority of its subsidiaries. The common
practice of the Group is to invoice clients in their own
currency.

The Group also uses these instruments at consolidation level
to hedge debt recorded in foreign currency or the balance
sheet risk incurred on certain assets.

The general policy of the Group is to hedge exchange
risk on transactions completely. However, as an exception
to this general policy, for certain currencies and for risks
and amounts that are clearly identified and authorised by
management, the Group may either hedge in anticipation or
not hedge transactional risks.
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Not all derivatives used by the Group to hedge its exchange
risk qualify as hedging instruments according to IAS 39 to the
extent that they are managed in an overall manner.

As at 31 December 2004, the reporting of these derivatives at
market value in the balance sheet led to a loss of 185 million

of euros (2003: 8.5 million of euros )

Raw material risk

The Group uses financial instruments (forward purchases,
options and swaps on commodities) in order to reduce the
volatitity risk of certain raw materials and energy. The Group
is exposed to risks on raw materials and energy both via the
purchase of its own raw materials and via sales contracts.

The Group manages its risk on raw materials in an overall
fashion. Derivatives on raw materials used by the Group qualify
as effective hedging instruments according to IAS 39. As at
December 2004, a hedging reserve of 48 millionis integrated
into the Shareholder’s equity of the Group (2003:-).

As at 31 December 2004 the reporting of other derivatives

RAW MATERIAL SUPPLIES — THE RISK OF DEPENDENCY

Raw Materials

The Arcelor group is a major purchaser of raw materials,
particularly iron ore and coal. The 42.3 million tonnes of iron
ore purchased in 2004 were sourced from Brazil, Australia,
Mauritania, Sweden and Canada. The Group purchased
18 million tonnes of coal during 2004, most of which came
from Australia, the USA, Canada and Russia.

At equivalent perimeter of activity, Arcelor sourced
320,000 tonnes of zinc, 360,000 tonnes of chromium,
71,000 tonnes of nickel and 610,000 tonnes of stainfess
(nickel) scrap during the year.

Energy

Despite generating one-third of its own requirements, Arcelor
is one of the largest energy consumers in many European
countries. In order to reduce Group exposure to the electricity
market, Arcelor is developing its generating capacity through
projects in Spain (the new power generation plant at Aviles
was officially opened in July 2004), France (Dunkerque in
2005 and Fos in 2008), and Belgium (Gent). The process of
renegotiating all the natural gas contracts for Europe was
completed in 2004, thus reducing the risk posed by the
inevitable volatility of this market, although exposure to the
Brent field remains a significant risk factor.

hedging raw materials and energy at market value in the
balance sheet led to a profit of 0.8 million of euros (2003:
49.6 million of euros)

Trading risk

It there are open positions and limited levels of profit or loss as
well as defined maturity dates, the Group carries out trading
operations on the basis of the risks associated with interest
rates, exchange rates, raw material and energy prices. Open
positions onthese transactions are not significant with regard
to the volume of hedging operations dealt or the general
rate risk. In this respect, the types of instruments and the
currencies which may be used, as well as the maximum risk
exposure are determined at management level. Such risks
are monitored on a daily basis.

In 2004 and 2003, the net profit or loss on trading operations
was not significant to the Group's results.

Group purchasing performance

Control over the Group purchasing process has now been
formalized with ISO 9001/V2000 certification and TS 16949
accreditation. The growth of e-purchasing further enhances
the effectiveness of those initiatives already implemented.
In organizational terms, a dedicated team is now in place to
support growth inlow-cost countries.

The 2005 growth planis designed to deliver continuity of these
results by focusing new initiatives on market anticipation, risk
management, the safety of sub-contractors working on the
sites, purchasing and cross-disciplinary cooperation between
everyone involved in the process.
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Arcelor's policy is to contract worldwide Group insurance
to cover catastrophic risks; these policies are contracted
only with those insurers with the highest liquidity rating.
Local insurance policies cover local legal requirements.
The amounts insured reflect the financial risks incurred by
the catastrophe scenarios and the products offered in the
insurance market.

For all insurable risks, the Group prefers self-insurance to
cover probability risks, where this is affordable for each
business unit. This takes the form of a level of excess tailored
to suit the financial resources of individual units in order to
raise awareness of risk prevention.

The captive reinsurance company covers medium-level risks
as away of optimizing and smoothing the cost of insurance at
Group level. Its risk exposure is protected by the reinsurance
market.

In 2004 in the context of industrial safety, Arcelor allocated
€ 30 M over and above the normal business unit risk
prevention budget in order to protect its industrial units.
Arcelor's commitment to improving the level of protection
forits industrial units has produced two positive results: a very
significant reduction in the amount of claims during the year
and a continuing fall of insurance market premiums.

The Group also worked to reduce risk through internal
training, designed to raise awareness of these issues among
employees at all levels and train them in the appropriate
techniques.

In terms of preventing damage and the subsequent loss of
production, the Group hires external consultants to conduct
engineering audits on fire safety systems and machinery
breakdown risks in every facility where the insured asset value
exceeds € 50 M. 95% of such installations have been audited
todate. The recommendations made as aresult of these audits
form the basis of decisions to allocate additional budgets to
fund preventive measures. Such reports examine the major
loss scenarios and predict the possible effects on personnel,
the environment and the facilities. It strengthens those

resources designed to limit the probability of catastrophic
damage and its consequences. lt formalizes existing intra-
group recovery resources to limit consequential loss of
production. It transfers the share of residual catastrophic risk
above € 20 M per claim to the insurance market; the amounts
insured reflect the business sector and the products available
in the insurance market.

The maximum financial risk in terms of general and products
liability cannot be estimated empirically, so the amounts
insured reflect the products available on the market and the
amounts insured by other industrial groups of comparable
size and industry. In meeting specific local needs, the Group
contracts local Group palicies for each country. In order to
harmonize general and products liability cover at the Group
level ~ especially in terms of delivered products ~ it also has
a worldwide Group policy to complement the local policies
referred to above.

When customerstask the Group toarrange product transportation
the ships used must comply with the following criteria;

* be classified by a classification company belonging to the
International Association of Classification Societies - IACS;

* be covered by a P&l Ciub having the highest liquidity rating;

» holdan International Safety Management (ISM) certificate and
an International Ship & Port facility Security (ISPS) certificate,
both of which are valid for the full period of the voyage;

* be less than 21 years old, whenever possible.
If Arcelor charters ships, it must be notified:

« of the results of the latest inspections made by port
authorities;

» of the existence of any major event affecting the ship inthe
previous 12 months.

The full insured amount corresponds to the maximum
potential risk per event.

ARCELAD 200/ ANMUAL BDEDODT
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Strategy

The early and recent history of the steel industry in Europe
was marked by aheavy concentration of customers on certain
markets (automotive, packaging, domestic appliances), an
excess production capacity, and the presence of a large
number of producers, resulting in a structural trend towards
lower prices. Despite the reorganization of the steel industry
in Europe, the recent mergers (creation of the groups TKS,
Corus and Arcelor), and the restructuring and cost-reduction
exercises implemented recently, a significant proportion of
the savings macle have been absorbed the last few years by
the steady fall of sales prices.

Against this backdrop, 2004 represented an important
change, not only in terms of the cyclic nature of the activity,
but also from a structural standpoint, which suggest a long-
term change in the trends. The merger of the steelmakers
Mittal and ISG and the strengthening of Arcelor's positions in
Brazil confirm the soundness of the concentration strategies
that will be pursued. China has become a key player in the
sector: over the course of 2003 and 2004, China increased
its steel production by 40 and 50 million tonnes, respectively,
i.e., the equivalent of two years of production for the Arcelor
group, and aimost half the European production. This
production increase of more than 20% in two consecutive
years makes China the foremost steel-producing nation,
with over one-quarter of world production. From the end
of 2003, this situation generated a very strong demand for
raw materials, ore, coke and maritime freight on the world
markets. Thus, unlike the high offer relative to demand that
had been seen the past few years, 2004 was marked by an
increase in demand, and consequently in prices, both for raw
materials and steel products. Nevertheless, the highest price
for steel after indexing for inflation only reached the level of
1991 - still well below that of 1988.

Given this favorable situation, the Arcelor group continued to
pursue its global player strategy. The significant presence of
Arcelor on the automotive market, in which it is by far the top
global supplier (a long-term strategic presence that assumes
joint developments with customers), led to a farger share of
annual or multi-annual contracts which, in a year of sharp
increases in spot prices, limited immediate gains. Arcelor’s
sustainable goalis to benefit from scale effects and propose a
global offering while simultaneously reducing costs and financial
risks, in order to improve performance and profitability, creating
value for its shareholders, customers and employees.

The Group's goal was t0 achieve an average pre-tax return
on capital employed of 15% over the cycle, and it aimed to
significantly reduce its gearing ratio relative to the situation
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end 2003. This was effectively achieved at the end of 2004,
despite a major acquisition financed through an increase
in capital. The debt level objective is a 30% to 50% gearing
ratio.

To putits strategy to work, the Arcelor group intends to carry out
the following for each of its business sectors, i.e., the flat and
long carbon steels, the stainless steels and the distribution:

* Optimize the European industrial model to improve
productivity and competitiveness, and achieve greater
flexibility, to better serve customers by making use of
potential areas of synergy. Over 2004, the technical and
logistics preparation for transferring production from Liege
(Belgium) to the coastal sites was completed, with a view
to closing a first blast furnace in 2005. For Stainless Steel,
the construction of the new Carinox steel plant in Charleroi
(Belgium) has begun. This steel plant is a major strategic
structural investment for Stainless Steel, allowing closure
of the Ardoise and Isbergues (France) steel plants.

Manage the business portfolio by pulling out of non-strategic
activities, as was already done for small welded tubes and
staintess steel activities in the USA and Thailand.

Propose the same product/service offering throughout
the world in response to the request of global customers,
through better access to the market {extensive distribution
networks, e-business platforms, alliances and partnerships).
A good example of this is the construction of a cold rolling
and galvanization plant for automotive products currently
underway in Shanghai (China) as a joint venture between
the steel manufacturers Bao Steel (China), Nippon Steel
(Japan) and Arcelor (Europe).

Propose a wide range of products and enrich the portfalio,
thanks to synergies between products and markets in
different sectors, and through a well-focused innovative
force; within this program, the transformation of the
Research activity has been implemented.

Attract the best talent, and manage and develop human
resources.

Be an effective player in the evolution of world steel
manufacturing, to'accompany customers through
their developments and ensure Group growth through
targeted acquisitions that create value and contribute
to reinforcing Arcelor's geographic presence. The
consolidation of CST's Brazilian activities, a global
reference for the production of flat products, and the






Argentinean company Acindar, also a reference for long
products, not only was the major strategic action of 2004,
but also a real step towards globalization. In three years,
Arcelor’s South American activities have gone from 4%
to 13% of Arcelor's turnover, and the 15,000 employees
in South America have become fully integrated into the
Group.

These actions have generated - or will eventually generate
- the following outcomes:

* An increase in operational performance through the
deployment of ongoing improvement processes, and the
exchange of best practices and technical know-how.

* Improved profitability, thanks in particular to changesin the
asset portfolio and in the resulting synergies, while keeping
investments to a minimum.

* Attenuated negative effects of cyclic demand through the
synergy of products and markets and improved cash-flow
stability.

» Greater Group visibility on capitals markets and improved
perception of the Group by these same markets, with
the aim of becoming the industry's reference share for
investments.

The rules of corporate governance and the responsibilities of
the members of the management board have been definedto
ensure the rapid integration and success of Arcelor's strategic
goals. The management board as a whole is responsible
for defining strategy, setting goals and assigning resources
betweenthe sectors, and for monitoring industrial optimization.
The sectors are fully responsible for their own results and the
implementation of their industrial and commercial plans.

Ongoing improvement of the product
and service offering

By reorganizing R&D resources within the Group's sectors
and building on the muiti-market, multi-process and multi-
product approach, Arcelor will capitalize on its strengths
and increase the attractiveness of steel solutions, counter
competition from alternative offerings (aluminum, plastics,
cement) more effectively, and develop new applications for
steel, for example by combining fong and flat products to
better serve the construction sector.

PRESENTATION OF THE GROUP
STRATEGY

The improvement of required functions — weight reduction,
safety, durability, finish, etc. — will guide the development
of new products. The progressive elimination of customer
transformation steps, compliance with health, safety and
environmental requirements, and the constant search
for greater flexibility and lower cost prices, will steer the
development of new processes, allowing in particular the
reduction of carbon dioxide emissions and the application
of vacuum-deposited coatings, and the development of new
products. Each ongoing development implemented by one
ofthe components of the new Group will benefit all of Arcelor,
thus improving the return on strategic investments. These
developments will be conducted in close collaboration with
the innovative processes of our customers.

Arcelor also places the environmental dimension at the
heart of its research projects. Even though the European
directive setting different CO2 emission targets per country
represents an additional constraint for the Group, Arcelor
has taken the initiative to create and head a consortium of
48 companies, research centers and universities, in order
to launch a research program co-financed by the European
Commission. This consortium, ULCOS (Ultra Low CO2 Steel
making), will conduct research projects intolow-COz iron-ore
reduction processes.

The alliance with Nippon Steel Corporation, which is now
solidly established, has allowed us to develop new common
products for the automotive industry through the joint use of
research resources.

Ongoing improvement of profitability

The synergies generated in 2004 underline Arcelor's strategy:
to become the world steel industry reference, both for its
shareholders through its financial performance, and for its
customers through product and service innovation.
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PRESENTATION OF THE GROUP
STRATEGY

GLOBAL STRATEGIC ALLIANCE

Arcelor and NSC reached agreement on a global strategic
alliance in January 2001 . This alliance created an innovative
model enabling a European company and a Japanese
company to increase their competitiveness and use their
resources more efficiently, without any merging or integration
of their activities. The two companies have decided torevamp
all their portfolio of common activities, analyze the progress
made to date and identify clearly all the results obtained.

A common range of technical products

One of the principal objectives of the alliance consists of building
up progressively a woridwide procurement network of high-quality
metal sheets for our multinational clients who need ‘equivalent’
metal sheets in all the regions where they have production units.

In order to satisfy the clients who now demand eqguivalent
products for all their sites around the world, the two companies
selected 100 products, including high-resistance steels
(1,200t0 1,500 Mpa), after comparing in detail their respective
products and evaluating their different manufacturing
processes. They then drew up a common technical offer
and series of products for the main automotive production

1. Ascelor and NSC collaborate closely within the framework of a “global strategic
alliance”, signed on 22 January 2001 between Usinor and NSC and confirmed between
Arcefor and NSC on 22 April 2002

ARCELOR 2004 ANNItAl RFPORT

regions of Europe, Japan, North America and China.

The two companies have also exchanged licenses to widen
this offer.

Shared R&D

Wishing to group their efforts in research and development, the
two companies increased their cooperation inthe development
of new steels and new solutions for production processes,
particularly for high-resistance steel. They have already
completed most of the joint studies they launched four years
ago and have now begun joint research and development in
the projects that emerged from this cocperation.

Shared evaluation

The two companies have increased their cost effectiveness thanks
to exchanges of technical ratios between engineers in charge of
iron, steel and rolling operations for flat products. They have agreed
to pursue this type of cooperation betweendifferent steel plants and
to extend it to other activities beyond production.



RESEARCH & DEVELOPMENT POLICY

PRESENTATION OF THE GROUP
STRATEGY

Arcelor wishes to create value by proposing steel solutions
ever more adapted to its clients’ needs. Research &
Development is at the core of this project to develop innovative
products and processes that create value. The Research &
Development portfolic is largely defined and carried out at
sector and business unitlevel, thus guaranteeing that research
objectives and projects are closely in line with the industrial
and commercial strategy of all the Arcelor markets.

Arcelor's Research & Development policy is designed to
contribute actively to the renewal of the Group's steel product
ranges and solutions. Its R&D also contributes to improving all
its production processes. To achieve its objectives, the Group
draws on research to introduce constant improvements in
its products and services, based on a multi-market, multi-
process and multi-product approach.

With regard to the manufacturing processes, R&D initializes
technical innovations for the production sites that take into
account the environmental aspects and it develops new
operating processes and methods, the goal being to cut
costs, improve resuits, reduce the impact onthe environment
and increase the flexibility of plants.

In terms of product development, Research & Development
activities are geared towards improving quality, developing
new types of steels and products, identifying new steel
solutions in partnership with customers, and promoting steel
over alternative products. Research programs are conducted
in a number of fields, in particular in safety, environmental
protection, coatings, assemblies, the definition of codes and
~ standards, and the production of guides and software for
optimum product use. Developing increasingly lightweight
and strong steels is a key area forimprovement. For example,
developing more resistant steels for the automotive industry
increases safety, and by lightening vehicles reduces their
COz emissions.

The efficiency and skills of the Research & Development
activities are enhanced through partnerships - both with large
Arcelor customers and other major manufacturers, as well as
with other steel producers as part of European Community
research projects. Furthermore, Arcelor collaborates actively
with universities and research institutes.

Arcelor implements a patent policy designed to protect
and enhance its body of knowledge with regard to other
steelmakers and other materials. Arcelor's goal is to patent
inventions involving the so-called “strategic” fields, and in
particular renewal of the offering.

Arcelor has created a Science Council consisting of
international experts recognized worldwide in their field.
its mission is to give the Group's management board an
independent opinion on:

« R&D programs and the organization of research

» Areas of scientific expertise that Arcelor needs, and Arcelor's
position in these fields

« Scientific and technological trends and their main
conseqguences on Arcelor’'s products and processes.

The Council meets five times a year. In 2004, the Council
mostly focused on:

¢ Reducing greenhouse gases (ULCOS project, reducing
emissions from cars, Primus project, etc.)

+ Managing research personnel (recruitment, careers,
relations with universities, etc.)

» The R&D portfolio for industry
» Technical competition between materials.

Anillustration of the research programs is provided on page
117 (Area 6: Sustainable development).
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PRESENTATION OF THE GROUP
ACTIVITIES

ARCELOR AND THE BUILDING SECTOR : BUILDING & CONSTRUCTION SUPPORT ———

The construction market was very active worldwide, and
especiallyin China. Steel, the ideal solution for the construction
industry, of course benefited from this context.

The construction sector clearly remains the top user market
for steel, both worldwide and in Europe. This market
is characterized by its high level of fragmentation and,
consequently, by a strong local component, which, in part,

. isolates it from delocalization trends. Arcelor delivers more

than 12.5 miillion tonnes of steel to construction customersin
the world, of which 10 million tonnes in Europe. Theincreasein
the price of steel has affected this market. Nevertheless, steel
represents only a fraction of the total cost of a construction
(between 6% and 13%). The effect onthe overall construction
cost indicators is therefore limited.

Building and Construction Support (BCS), created in 2002, is
a corporate-wide team at Arcelor responsible for generating
synergies to help the sectors and operational units reach
their goals. BCS should significantly and sustainably improve
the Group'’s position in terms of quantities and performance
with regard to value created on the construction market.
The Arcelor group participated in the construction of high-
profile projects such as the Millau viaduct HST-East bridges
(France), the World Trade Center tower in Shangai (China),
and the CERN in Geneva (Switzerland).

ADPACIAD 2007 ANMMUAL DCOADT

BCS develops its activities across all of Arcelor's geographic
markets. In 2004, Brazil and Poland came under the
responsibility of BCS. In these countries, as in the countries
of its core markets, Arcelor wishes to define construction stee!
solutions that are adapted and optimized for each project, in
collaboration with the developers, architects, design offices,
and owners.

In paralle!, BCS aims to expand and structure the product,
solution and service offering, in collaboration with the
sectors’ dedicated research and innovation teams, the
Group's operational units, or with partners that demonstrate
entrepreneurial qualities. Using this approach, significant
commercial advances were made by providing metal flooring
solutions, available under the “global floor” label.

Lastly, BCS is fully committed to programs that aim to
improve the performance and effectiveness of sustainable
construction. BCS heads and supports a vast program
implemented by the International Iron and Stee! Institute. In
France, Arcelor is involved in the Fondation Publique pour
la Recherche (Public Foundation for Research) dedicated
to positive-energy buildings. These programs aim not only
to improve the position of steel with respect to competing
materials, but also to significantly contribute to controlling
CO2 emissions generated by heating and air-conditioning
systems in homes and office and industrial buildings.
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FLAT CARBON STEEL

Arcelor's Flat Carbon Steel activity produces and markets a
broad range of Flat Carbon Steels products, including coil,
coated and finished products, formed blanks and welded
blanks. With a presence on every global market, the Flat
Carbon Steel sector offers effective steel solutions to the
automotive, packaging, industrial packaging, mechanical
engineering, construction and household appliance industries.
The Flat Carbon Steel sector is committed to ensuring that
its customers receive the best possible levels of quality and
performance across its full range of products and services. In
Europe, the density of the Flat Carbon Steel manufacturing and
sales network, combined with the support of Arcelor Négoce
Distribution (the Distribution, Transformation, Trading sector),
means that Arcelor is geographically close to all its flat carbon
steels users and is therefore able to deliver the best possible
service. Elsewhere in the world, the Group's policy of active
investment and partnership, which is especially strong in
South America, North America, Russia and China, allows
Arcelor to supply its global customers under the best possible
conditions.

Strategy

The Flat Carbon Steel sector is an integral part of the Group
transformation strategy. Its major strategic challenges are
internationalization, customer satisfaction and cost control.

The powerful trends of economic concentration and
globalization now being felt by many of the industries that
consume Flat Carbon Steel (especially the automotive
and household apptiance industries) are forcing major
manufacturers to turn to suppliers that can supply them with
identical products and services worldwide. Arcelor is Europe's
leading supplier of steel to the automotive and household
appliance industries and pursues a growth policy that enables
the Group to support its customers through active investment
and partnerships. As a result of this policy, the Flat Carbon
Steel sector now has a strong base in South America through
its majority holding in CST, a world leader in the carbon steel
slab market (with approximately 20% of the global market
and one of the lowest cost bases in the world) and Vega do
Sul, a galvanization plant serving the Brazilian automotive
industry. New companies have been set up in North America,
Turkey and Russia, in cooperation with the steelmaking
groups Dofasco, Borcelik and Severstal for the production
of galvanized sheet. A cooperative arrangement in India with

Tata Steel, and the creation with Nippon Steel of a Chinese
joint venture with Bao Stee!, will allow the Group to supply its
Asian customers with cold-rolled and coated sheet steels. In
metal stamping, Arcelor has established close partnerships
with major automotive industry subcontractors, most notably
Gestamp Automocion and Magnetto, the European and
South American leaders in automotive stamping and wheel
production.

In packaging steels, Arcelor Packaging International has
expanded its activities in Turkey and China in cooperation
with Erdemir and Bao Steel.

At the same time as supporting its customers, the Flat Carbon
Steel sector is also setting up the resources it needs to grow
successfully in key new geographic areas, by positioning
itself on the technical products market.

In order for Arcelor to maintain its position on traditional
markets and conquer new markets more easily, the Flat
Carbon Steel sector has embarked on a program to adapt
its industrial resources and has implemented an active policy
of exchanging best manufacturing and logistics practices.

As part of this policy, the Flat Carbon Steel sector has
optimized the way in which it aliocates production across its
manufacturing resources, adopting the most profitable logistic
chain {from raw material procurement through customer
delivery) by separating the "upstream” functions concerned
with steel production from the “downstream" functions related
to the manufacture of products for customers. In this way,
almost all the Group's steel production capacity will gradually
transfer to coastal “upstream” plants, whose ability to receive
raw materials direct from the port allows much lower structural
costs. The "downstream” facilities are being redesigned to
deliver greater flexibility in the way they respond to customer
needs and expectations.

These developments are accompanied by amajor purchasing
cost control and reduction policy.

As away toincrease the added value delivered to customers,
the Flat Carbon Steel sector is synchronizing its research
projects and marketing strategies with the launch of a policy
for integrated sales, sales promotion, marketing and R&D.
The Flat Carbon Steel sector has reorganized its research
centers by market and process as a way of reducing the time
to market for new products.

PRESENTATION OF THE GROUP
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Organization and manufacturing
capacity

interms of production, the Flat Carbon Steel sector operates
integrated plants through the «smelting process» (which
means that the steel products delivered to customers are
produced from cast iron (see diagram on page 222) and
processing units. Its subsidiary ACB, in Bilbao (Spain), uses
the electric process and through its flexibility helps to adjust
the demand. It is organized into geographic business units:

~ The North business units covers Germany and Flemish

File No. 82-34727

Belgium, the Central business units covers Belgian Walionia
and the Northern and Eastern regions of France, the South
business units covers the South of France, Spain and italy,
and Brazil has its own business units. In addition to these
geographic business units, there is another business units
whose task is to market their products: API (Arcelor Packaging
international) markets packaging steels, with production sites
in Liege (Belgium), Florange (France), Basse-Indre (France),
Etxebarri (Spain) and Avilés (Spain).
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b. After closure of the Dudelange rolling mili schedufed for 2005.

¢. After closure of a blast fumace scheduled for 2005.

d. Transformation of a electrogaivanizing line into a galvanizing line.

The crude steel production capacity of the Flat Carbon Steels sector was 38.5 million tonnes, 5.0 million of which related to the

Brazil business unit.

In marketing terms, Arcelor's Flat Carbon Steel sector is
structured into two major divisions: Arcelor Auto, which
specializes in supplying the automotive industry, and Arceior
Flat Carbon Steel Commercial, which serves industrial
customers. The two teams use a shared network of sales
offices extending over 20 countries.

Within the Industrial division, sales are organized around
the following segments: distribution, household appliances
and general industry, construction, industrial equipment and
primary processing.

Products and markets

Automotive industry customers

As part of the Flat Carbon Steel sector, Arcelor Auto is
the Arcelor group division dedicated to supplying the
automotive market, which encompasses both carmakers
and component manufacturers. Arcelor Auto offers this
market a comprehensive range of flat steels (cold-rolied,
galvanized, zinc-plated, organically-coated and hot-rolled
coated and uncoated) used for car bodies and components

{including seats, wheels, exhaust systems and accessories).
These products are available in the form of wide or slit coils,
straight blanks, formed blanks and multi-layer welded blanks,
whose applications range from doors to chassis members
and vehicle floors.

As the interface between the Group's manufacturing units,
research centers and automotive industry customers, Arcelor
Auto is involved at every stage where steel is used, from the
earliest design phases of vehicle projects through series
production. The close relationship betweenits resident engineers
and car design centers and its long-term business partnerships
gnable Arcelor Auto to offer steel solutions that successfully
combine performance with safety, visual appeal and economy.
The ABC (Arcelor Body Concept) project showcases Arcelor's
key steel solutions and has been received very positively by the
automotive world. This project is an excellent illustration of how
Arcelor Auto responds to the specific needs of each customer
and faces up to the competition presented by materials such
as plastics and aluminum.

A combination of technical expertise and sales service, this
close relationship between Arcelor and its customers means
that th e Group is able to gain a detailed understanding of



automotive industry expectations and therefore guide its
research more effectively, in order to bring new products
forward more quickly and ensure that its product range
remains distinctive and ahead of the competition.

The Group also stands out from its competitors through the
full range of services it offers customers, from the very earliest
stages of car design through the industrial imptementation of
the steel product concerned. This can potentially involve every
member of the Customer Team, a group within Arcelor Auto
dedicated to the individual needs of each customer, and whose
task is to ensure overall continuity of the services delivered.

Arcelor Auto has cornered 14% of the global market, a figure
that includes a very strong position in Europe. Outside
Europe, its market share varies from 3% to 15%, depending
on the geographic area. This range offers some exceptional
opportunities for growth.

Having attained the position of mature direct supplier to
the major carmakers of Western Europe, Arcelor Auto is
now strengthening its position as a supplier to automotive
component manufacturers, as they become increasingly
involved in the design of entire vehicle modules. In paralle!
to this organic growth, Arcelor Auto is also growing
geographically by supplying its customers in the new
development areas more to the east of Europe, especially in
Turkey, Central Europe, Eastern Europe and Russia. Arcelor’s
manufacturing presence inthese markets gives it ahead start
over its main competitors.

Elsewhere in the world, Arcelor covers the entire South
American continent, through its Brazilian subsidiaries CST
and Vega do Sul. Partnership agreements and alliances have
- been conciuded with Bao Steel (in China) and Nippon Steel
Corporation (in Japan) as a way of penetrating the Chinese
market, and with Tata Stee! to penetrate the Indian market;
both these regions have enormous automotive market
development potential and are attracting massive investment
from carmakers.

In the United States, the Dosol production plant, which is
operated under a partnership agreement with the Canadian
company Dofasco, is bringing the US automotive industry
the technical excellence of Extragal , the Group's flagship
galvanized sheet product.

The strategic alliance signed with Nippon Stee!l Corporation
covers automotive products and reinforces this technological
ability to respond to the needs of the automotive industry.

All this further confirms Arcelor as an essential automotive
industry partner.

PRESENTATION OF THE GROUP
ACTIVITIES

Industrial customers

The Flat Carbon Steels sector pursues a policy of partnership
with its customers as a way of encouraging loyalty. Among the
values that differentiate Arcelor from its competitors, the Group
is committed to identifying those solutions that most precisely
meet the initial needs of steel users, and to accelerating the
pace at which those solutions can be delivered. Within this
context, there are three key growth areas:

+ green products: thesé are non-toxic products that offer a
highlevel of safety interms of manufacture and application,
and are easily recyclable;

» product functionality: by making it easier to use steel over
competing materials, users have more production options
and the opportunity to reduce end product costs;

» cheaper products: by focusing on simpler manufacturing
processes, both the cost of production and the percentage
of waste can be reduced, thus improving product
profitability.

Product user guides are produced and distributed to
customers to help them maximize their own manufacturing
processes.

Arcelor Flat Carbon Steel Commercial is delivering more
customer support by offering a broad palette of services,
from chemical analysis in Arcelor laboratories through on-site
technical support. All these services are offered on the Flat
Carbon Steel web site at www.fcs.arcelor.com.

Arcelor Flat Carbon Steel Commercial has adopted an
organizational structure that allows it to build commercial
relationships to suit individual customer needs. Direct
customers (major househoid appliance manufacturers and
construction companies) have on-site dedicated teams. For
associate or affiliate customers (particularly DTT business
units), the organizational structure has been simplified as
much as possible. Local customers are served by local sales
offices.

Qver 50% of the products delivered by Arcelor Flat Carbon
Steel Commercial go to Distribution, and more particularly
to DTT. The second largest market is the primary processing
market, which includes coaters, re-rollers, large welded tube
manufacturers, shipyards, container manufacturers and silo
manufacturers.

Inthe construction market, the Flat Carbon Steel sector offers
its customers all the advantages that only an international
player can deliver: a large number of production and
processing plants, a broad product range offering many
specialty products, including the Atuzinc range of thick-coat
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hot-dip galvanized steels, and extensive experience in high
added-value products (pre-painted sheet and high elasticity
steels). In the housing market, the Flat Carbon Steel sector
works with Arcelor BCS (Building & Construction Support)
research centers to develop new markets such as paving,
lightweight structures, ceilings, garage doors.

The range of steels supplied to the household appliance
market covers all the structural and cosmetic elements of
these appliances. A dedicated approach designed to respond
more effectively to the needs of international customers allows

~ us to do so more flexibly in meeting the new needs of the

Eurcpean household appliance market in terms of production
relocation to Central and Eastern Europe and the supply of
subcomponents in steel and green products.

The Flat Carbon Steel sector also offers the industrial
equipment market a very extensive range of products, from
the very high elasticity steels required for crane manufacture,
to grades for heat treatment and oil applications, as well
as steels for the manufacture of radiators, drums, industrial
racking, tanks and gas bottles. Depending ontheir application,
these steels are available untreated or with metal coatings.

LONG CARBON STEEL

L'1IC INU, 0405/ 47

API [Arcelor Packaging International)

APlis the European and global industry leader in terms both
of volume (1.7 million tonnes of first-grade steel produced
in 2004) and the technical sophistication of its applications.
AP holds 37% of the European market, which accounts for
85% of its production.

API's customers are the European and global leaders in
the manufacture of steel cans across all steel packaging
segments. 50% of European production is used by the
food industry to manufacture a wide range of cans and
components, 17% of which are consumed by the constantly-
growing canned beverages market. Other segments include
aerosols, caps and crown corks, tops, paint cans, decorative
packaging and a wealth of other applications.

New products are continually entering the market and include
the newly-launched "Creasteel” product range, designed
to make the production of shaped cans easier and more
flexible as a way of competing head-to-head with plastic
and lightweight aluminum packaging. The plastic-coated
steel research program is well underway, with the first
semi-industrial samples currently being tested at selected
customer sites.

The Long Carbon Steel sector comprises a stelimaking
activity and a transformation activity with wire drawing plants.
The steelmaking activity is based in the European Unionand
Sourth America. It mainly supplies long carbon steel products
to the construction, civil engineering and industrial equipment
markets. Drawn-wire products are produced in the European
Union, South America and the United States, through its joint
ventures with the Kiswire Group in South Korea and china,
and Bekaert Group in Brazil.

The Long Carbon Steel sector is built on a high-performance
industrial base located close to its customers and offers
the market a very broad range of products. Its high-quality
manufacturing systems and structural flexibility allow it to
react quickly to changes in the market, while maintaining a
highly-competitive cost structure.

ARCFLOR 2004 ANNUAI RFPART

Strategy

The Long Carbon Steel sector is contributing to the Group's
transformation phase through dynamic asset management.
Its growth policy is based on establishing itself in new
geographical markets, with the emphasis on South America
and the new countries of the European Union. The sector
continues to strengthen its position on its traditional markets
through a sales and marketing policy focused on customer
satisfaction.

The Long Carbon Stee! sector is very responsive to the
market in the way it develops its products, offers solutions
and delivers services tailored to the needs of its customers.
This customer- and product-focused strategy is supported by
an ongoing commitment to controlling costs and maximizing
profit. There are many initiatives in place to compare the
relative performances of the various plants. Best industry
practices are exchanged between plants to reduce
differences to the absolute minimum. The Long Carbon Steel
sector optimizes its purchases through efficient geographic
coordination, supported by the resources of the Group
purchasing function.




Organization and manufacturing
capacity

The Long Carbon Steel sector is structured by product
family into five business units, each responsible for its own
manufacturing and sales policy and its own cperating profit
level. The Bars and Rods business unit is dedicated to the
production of merchant steels, concrete reinforcing bars, wire
rod and semi-finished products. The business unit Sections
produces steel sections. The RPS business unit specializes
in sheet piling, special sections and rails. The Drawn-Wire
products business unit, which includes the low carbon steel
and steelcord sub-units, includes all the sector’s drawn wire
plants, with the exception of those in South America, which
belong to the fifth business unit, the Americas business unit,
which includes all the Long Carbon Steel sector activities in
South America.

The non-drawn wire manufacturing facilities operated by
the Long Carbon Steel sector in Europe include 11 electric
steelmaking plants and 19 rolling mills in Germany
(1 steelmaking plant, 1 rolling mill), Spain (7 steelmaking
plants and 11 rolling mills), France (1 rolling mill), ltaly
(1 rolling mill) and Luxembourg (3 steelmaking plants and
5 roling milts). The Sector also operates finishing shops and a
cold-rolled sheet piling plant. The total liquid steel capacity at
31 December 2004 was 9.5 milliontonnes. Arcelor also has a
49.9% interest in the Acciai-Duferco spa electric steelmaking
plantin ltaly.

The low carbon steel activity of the drawn-wire products
business unit operates one plant in Luxembourg, one in the
Czech Republic and one inthe United Kingdom. The business
unit's steelcord activity operates three plants in Europe

“(Austria, Hungary and Luxembourg), cne in the USA, four
plants in South Korea (under a joint venture with the South
Korean Kiswire Group) and one in the People's Republic of
China, with a second now under construction.

PRESENTATION OF THE GROUP
ACTIVITIES

The Americas business unit comprises the activities of
the Belgo Mineira Group in Brazil and the Acindar Group
in Argentina. Belgo Mineira operates a processing plant of
1.2 million tonne capacity, three electric steelmaking plants,
with acombined liquid steel capacity of 2.5 milliontonnes and
seven rolling mills. The Belgo Mineira drawn-wire products
activity includes three wire drawing plants and a 55% holding
in the Belgo Mineira/Bekaert joint venture which operates
sevenwire drawing plants. Acindar's manufacturing capacity
includes an integrated direct reduction plant and three electric
furnaces, with a total liquid steel capacity of 1.4 milliontonnes
and five rolling mills, all in Argentina. Acindar also produces
welded tubes and wire-drawn products. '

Products and markets

The Long Carbon Steel sector specializes in the production
and sale of long products in carbon steel. The products rolled
in Europe are lightweight, medium-weight and heavyweight
beams, merchant steels, wire rod, concrete reinforcing
bars, sheet piling and special sections. These products are
used mainly in the construction, infrastructure and industriat
equipment markets. The sector also produces rails for railway
operators and overhead crane manufacturers. In South
America, the sector supplies the merchant steels, wire rod,
concrete reinforcing rod, beams and sections markets.

The wire-drawing plants offer soft and soft-annealed low
carbon steel wires, ordinary and rich-galvanized wires, vine
wires, closures and concrete reinforcing wires. Steelcord
products are used for tire manufacture, hosewire for the
reinforcement of pneumatic hoses, and sawwire in the
photovoltaic industry.

The Long Carbon Steel sector operates mainly in tocal or
regional markets, although some products, such as sheet
piling and heavyweight beams, may be marketed globally.
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PRESENTATION OF THE GROUP
ACTIVITIES

STARINLESS STEEL

Arcelor's Stainless Steel sector includes all those activities
related to the manufacture and marketing of stainless steel
and nickel alloy products. With a presence in all the world's
major markets, this sector is now refocusing on its core activity
of stainless flat product manufacturing in Europe and Brazil.

Strategy

Soon after Arcelor was established in 2002, the Stainless
Steel sector’s strategy was to achieve profitability by
launching production cost reduction programs in all its units
and instituting active management of its business portfolio.
Between 2002 and 2004, the Stainless Steel sector made
significant progress in improving its results; an impressive
achievement involving a 20% reduction in costs over three
years.

After thinking about how stainless steel activities could be
reconfigured within Arcelor, three key strategic issues were
identified:

+ the center of gravity for the sectoris the Stainless Flat Pro-
duct business in Europe and Brazil,

+ the economic model for flat products requires a strong
upstream phase (1 million tonnes on an integrated site), a
strong presence in commodities, a regional base and the
ability to seize global opportunities;

* activities other than flat products must be competitive in
their own right.

The outcome was that Arcelor's Stainless Steel sector had
defined its core business: stainless flat products in Europe
and Brazil. J&L and Thainox were sold during the first quarter
of 2004 as part of this refocusing policy. On 1 January 2005,
the Business Unit comprising Industeel Belgium and Industeel
France moved to Arcelor's Other Activities sector.

The other activities within the sector were then allowed to
develop outside the Group through alliances or disposals.
The commercial, administrative and logistic reorganization
ot Ugitech (fong stainless and alloy products) was combined
with a reduction of up to 40% in structural costs and a
simplified organizational structure as part of reducing costs
within the sector.

ARCEI NR 2NNL ANNUDAL RFONRT

The manufacturing reconfiguration of Matthey, which
produces stainless tubes for vehicle exhaust systems, will
bring that business unit much closer geographically to its
component manufacturer customers, as their growth extends
into Central and Eastern Europe. As part of this initiative,
Arcelor invested €14 million in Matthey s.r.o. in the Czech
Republic in & move that will see this subsidiary become
the first automotive stainless tube producer in the region of
Central and Eastern Europe.

imphy Ugine Précison (IUP) has also undergone a structural
reorganization that separated its stainless steel and alloys
activities, with the resutt that Pont de Roide is now dedicated to
stainless steel production, while Imphy and Firminy produce
only afloys.

Organization

The stainless flat products activity in Europe and Brazil
contains UGINE & ALZ in Europe and Acesita in Brazil. Arcelor
owns 27.68% of Acesita, which is the only flat stainless steels
producer in South America and one of the most profitable
companies in the stainless steels sector.

UGINE & ALZ is the European market leader with over 25%
of the market. The company is currently reconfiguring its
upstream facilities, which are highly dispersed and insufficiently
competitive as aresult of successive mergers. UGINE & ALZ
is now refocusing on two world-class steelmaking plants
(Genk and Carinox in Belgium) and a high-performance hot-
rolling facility. The construction of the new Carinox plant at
Charleroi, the accelerated continual progress plan and the
reorganization of the cold-rolling phase are the three keys to
maximizing performance at UGINE & ALZ.

In a business where the influence of commodity prices is
growing and margins are being eroded at between 3% and
4% annually, the competitive edge lies in cost control and
customer service. The synergies released by the merger of
UGINE & ALZ and the operational performance upgrade
programs introduced on all sites provide more opportunities
to control this competitive pressure.

The doubling in size of the Genk steelmaking plant in 2002
and the creation of a new steeimaking plant with a direct link
to the hot-rolling mill has delivered an optimum manufacturing
layout, at the same time as lower transport costs and
unparalleled competitiveness.




The new steelmaking plant will employ some 400 people,
including those employed by partner companies. The schedule
for completing this €240 million project shows production starting
in September 2005, with rated capacity being achieved by the
end of 2008. Announced on 2 June 2003, the plan to close the
Isbergues steelmaking plant in 2006 has been confirmed, while
30 June 2004 saw the last steel flow at the Ardoise plant.

In conjunction with the shutdown of the Ardoise steeimaking
plant, the extra capacity at Genk has started to reduce the
structural cost gap in the upstream phase, with the most
significant contributions coming from reduced transportation,
structural and direct steelmaking costs. This has been aided
by further gains generated as a result of the overall policy of
reducing costs by a target figure of 8% per year.

The combined effect of implementing the Arcade plan to
reduce structural costs at UGINE & ALZ and the introduction
of a new divisional structure is to bring the sales forces
together at the plant and address the issues of simplifying
and lightening the organizational structure. The new structure
is builtaround 4 operational divisions. The upstream division
supplies black coil to the three sheet plants (Genkin Belgium
and Gueugnon and Isbergues in France), at minimum cost and
with maximum service. The three downstream divisions, each
responsible for their own business and results, are dedicated
to the industrial market (Genk and Isbergues), the automotive
industry {Isbergues) and thin products (Gueugnon and Genk).
This structure is designed to share sales force skills more
effectively and allocate special expertise to each site in order
to minimize costs and maximize customer service.

. The markets for stainless flat products

The first major contribution of R&D to the stainless steels
sector has been the opportunity to offer customers a range
that provides a real alternative to high-nicke! austenitic
stainless steels. UGINE & ALZ offers an extended range of
ferritic products, including steels that are easier to stamp,
contain no nickel, but still offer the required levels of corrosion
resistance. This new grade delivers financial freedom from
price fluctuations in the world market for nickel. UGINE & ALZ
and Acesita has a vast range of ferritic steel applications,
where performance is equivalent to that of austenitic steels,
but obtained at a much lower cost.

PRESENTATION OF THE GROUP
ACTIVITIES

In addition to technical solutions, UGINE & ALZ also pays a
great deal of attention to service and is currently deploying
logistical initiatives that will respond flexibly to special
customer requirements and ensure the highest levels of
service. The eight European service centers operated by
UGINE & ALZ make it possible for the company to deliver
very high levels of customer service. Two centers are located
in Germany, one in italy, one in Spain, one in France, one in
Belgium, one in Luxembourg, and one in Poland.

Anumber of the company’s customers, and especially those
in the automotive and household appliance industries, are
moving their production to Eastern Europe. UGINE & ALZ is
supporting their customers in this trend and plan to double
the capacity of the company's Bytom service center in Poland.
The company’s other service centers continue to grow in
order to maximize customer service performance.

Automotive industry customers

Vehicle exhausts represent the principle automotive industry
market, and UGINE & ALZ holds a market leading share of
that business. The company has developed a number of
new grades that deliver improved corrosion resistance at
high temperatures, while addressing the constant quest
for ever-lighter systems. A series of partnerships has led
to the development of innovative solutions, especially in
the widespread use of particle filters. Stainless steels are
also used for car bedy trim and UGINE & ALZ has particular
expertise in this market. UGINE & ALZ has also put a great
deal of research and development effort into developing the
use of stainless steel in vehicle structures. The impressive
mechanical properties and corrosion resistance properties
of stainless steels can make a remarkable contribution to
vehicle safety, without increasing vehicle weight.

Ferritic grades are now being developed for exhaust manifold
applications. Pollution control measures require some
vehicles to be fitted with special mufflers capable of resisting
much higher temperatures than standard exhaust systems.

PRESENTATION OF THE GROUP
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PRESENTATION OF THE GROUP
ACTIVITIES

Household appliances

UGINE & ALZ maintains its position as leader on the
household appliances market, especially inlarger household
appliances. Partnerships with major manufacturers have
enabled continual improvements in the appearance of
stainless steels, with an extensive range of surface finishes
and corrosion resistance properties. UGINE & ALZ continues
actively to promote the use of ferritic steels (low nickel grades)
in this industry sector.

Construction

Constant efforts to persuade specifiers are helping stainless
steel to continue its growth in the construction industry. Its
appearance, corrosion resistance and hygienic properties
make it the material of choice for many applications.
The special range of building products produced by
UGINE & ALZ - especially its roofing products - is attracting
increasing interest from developers and architects.

DISTRIBUTION, TRANSFORMATION, TRADING (DTT)

With 11,000 employees and a presence in over 50 coun-
tries, the Arcelor group's Distribution, Transformation, Trading
sector (DTT) offers a huge range of flat and long products
and "steel solutions” for custom projects, and is a leading
playerinthe automotive, household appliance and construc-
tion (public works, civil engineering and offshore) markets.
By distributing and finishing the steel products it offers its
customers, the DTT sector responds fully to the continual
demand for service and added value. Although the majority
of the products it sells are supplied by Arcelor Group plants,
the DTT sector also relies on the market to supply between
30% and 35% of its needs. This sector is built around an
impressive network of depots, service centers and manufac-
turing sites, which provide its European customers with fast
accesstothe full range of Group products. Always responsive
to the developing needs of its customers, whether SMEs or
multinational groups, the DTT sector contributes to Arcelor's
transformation by adapting its structures and systems, con-
solidating its network in its historical markets and making
targeted investments in growth regions.
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The general industrial markets

Many applications require the qualities of stainless steel, and
the company’'s emphasis on R&D is contributing to making
UGINE & ALZ products more competitive. Its ease of use
and light weight make stainless steel increasingly valuable
for customer applications, and 2004 saw the confirmation of
a number of significant successes. These included the use of
ferritic grades for hot water tanks, delivering a significant cost
reduction in comparison to high-nickel stainless steels, and
in some cases enabling the replacement of enameled steels.
Another new grade made it possible to lighten containers
and therefore increase their load capacity. The launch of new
surface finishes is opening up new fields of application for
stainless steels.

Arcelor Stainless International, the sector’s sales and service
center network, continued its strategy of locating service
centers in those geographic areas showing the greatest
prospects for growth. This strategy is intended to underpin
the growth of its principle customers, UGINE & ALZ and
ACESITA, and support them in their partnerships with their
most important customers.

Strategy

The DTT sector has defined a strategy that enables it to maintain
its financial performance. lts changing environment (maturity
of certain traditional markets, geographic redeployment or
strategic repositioning of certain customers, advances by
the competition), has encouraged the sector to redefine its
consolidation and expansion policy. This policy is based on
strengthening its competitive advantages (which include
its network coverage, its powerful logistics systems and its
technical innovation and support services) and refocusing
on its core business. Its objectives will be achieved through
new acquisitions, disposals and changes to its systems and
product range.

Implementation of its growth policy is also leading the DTT
sector to extend its network into regions of strong growth.
In this respect, Central and Eastern Europe are attractive
areas inwhich Arcelor DTT has already begunto invest. Other
regions outside Europe are also being evaluated to identify
their future growth potential.




Organization

This sector is organized into five business units, each
responsible for its own industrial and sales policy and its
own operating profit. The Arcelor Négoce Distribution unit
acts as a multi-product agency with storage. Arcelor Steel
Services Centers distributes finished fiat carbon steels.
Arcelor International specializes in large-scale exports and
trading. Arcelor Projects is involved in major public works
projects. Arcelor Construction operates in the structural metal
frame construction market.

Products, services and markets

Arcelor Négoce Distribution (AND)

Arcelor Négoce Distribution is the DTT sector business unit
responsible for trading steel products and is a leader in its
market, selling some 4.3 million tonnes of steel worldwide in
2004. AND employs approximately 4,600 people. In 2004,
long carbon steels accounted for 66% of the products
distributed by AND, with Flat Carbon Steel accounting for a
further 30%. AND also offers its customers technical steels,
stainiess steels and aluminum products, which together
represented 4% of its shipments over the last financial year.

The principle markets for AND are the construction, metal
fabrication, structuralmetal, steel erection and civilengineering
industries. In 2004, these combined markets accounted for
54% of the sector's deliveries. AND also served customersin
many other industry sectors, including sheet metal working,
general industry and farming equipment.

AND is organized by geographic region, and has traditionalty
operated inthe Atlantic, Belgium & Netherlands, 1beria, Northern
Europe and Southern Europe areas. Central Europe is now
becoming more important, and is served from Germany now
that the AND presence has been consolidated in that country
with the acquisition of the steel stockholder DEAG in 2004.
Eastern Europe and China are being closely monitored. The
idea of marketing AND products in growth areas has also been
appliedin Argentinaand the French overseas departments and
territories. Argentina will be served from the Iberia region, while
the DOM-TOM will be served from the Atlantic region.

PRESENTATION OF THE GROUP
ACTIVITIES

AND's competitive advantage lies in its ability to distribute
80 different brands of standard and custom products in
over 30 countries. With 200 locations, AND can respond
to the demands of nearly 180,000 large accounts and local
customers. Shared systems, optimized stock management
and effective sales coordination are the three keys to
impiementing the AND growth policy. This development
model is delivering success for the Group onmany emerging
markets.

Arcelor Steel Service Centers {ASSC)

Arcelor Steel Service Centers is the DTT sector business unit
responsible for finishing Flat Carbon Steels for the automotive
and general industrial markets. Having delivered 5.6 miliion
tonnes in 2004 and employing roughly 3,600 people, ASSC
operates the largest service center network in Europe.

Its broad range of products and services includes slitting steel
coil supplied by the Group’s Flat Carbon Steel sector into
narrow coil, ultra-thin rolling, cutting coil into rectangutar and
trapezoidal sheets and blanks, press cutting, stamping and
the supply of special components and sub-assemblies.

ASSC haslocations in 8 European countries and serves over
3,000 customers. Its organizational structure is designed to
serve the major general industrial markets and the automotive
industry:

* Arcelor Auto Processing is the ASSC business dedicated
to automotive industry customers, and operates from
8 locations in Germany, Belgium, France and the UK.

* Arcelor SSC Industrie operates 30 general service centers
to meet the needs of a broad range of industrial markets
in Germany, Belgium, Spain, France, Italy, Poland, the UK
and Sweden.

In order to improve its compestitive position, ASSC is
implementing a restructuring program involving the grouping
of production sites and the closure of several locations in
Germany, France and the UK. ASSC is also improving
its performance through the systematic exchange of
manufacturing best practices and by harmonizing its
information systems.

ARCELOR 2004 ANNUAL REPORT
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PRESENTATION OF THE GROUP
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Interms of growth, the ASSC strategy is based on supporting
its customers geographically and becoming part of some of
their activities. Having invested in the Polish site at Bytom in
order to double its capacity and respond to the outsourcing
requirements of amajor automotive industry customer, ASSC
continues to grow in Central Europe and plans to opén a
service center to the north of Bratislava in Slovakia in 2005.

ASSC has also extended its product range, with the recent
acquisition of Deschefer in France, which consolidates the
Group’s position in the organic coated steels market, and
gives it a focthold in the stamping market. This acquisition
has enabled ASSC to respond positively to the outsourcing
request of a major producer of electrical cabinets.

Arcelor Construction (AC)

Arcelor Construction is the European leader in the market
for metal products used in the structural frames, secondary
frames and external finish of industrial and agricultural
buildings (cladding, sections, flooring, roofing, insulated
sandwich panels and heavy architectural facades).

Employing close to 2,000 people, AC operates over
50 companies in 27 countries. In 2004, this business unit
sold 550,000 tonnes of sections and 15 million square meters
of parels.

AC has its own integrated facilities upstream of the section
lines, with a pickling unit, a rolling mill, galvanization lines
and pre-painting lines. This structure gives it great flexibility
in meeting the needs of its construction industry customers
(structural metal-workers, cladding and roofing specialists,
and generalist and specialist shareholders).

~ AC also contributes to extending the options offered by

steel in the context of sustainable development (innovative
steel solutions for energy-saving buildings) by developing
new products, such as steel facade components and new
concepts like fire resistance and longer spans (in partnership
with the Long Carbon Steel sector).
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Arcelor International

Arcelor internationalis the Arcelor Group's international sales
network, with over 50 offices worldwide. Arcelor International
sold 3.6 million tonnes of steel in 2004 ans employs close
to 300 people.

In countries outside Europe and Brazil, this DTT business unit
is the exclusive agent for marketing the Group's long carbon
steels and flat carbon steels products.

Arcelor International also operates a trading business, which
enables it to supplement the range of Arcelor services and
products offered to its customers with those purchased from
non-Group companies in response to customer need. Arcelor
International therefore monitors the international steel sales
market very closely.

Arcelor International operates its own local skills network to
supply other Group sectors with finished and semi-finished
products.

Arcelor International also delivers high-level technical support
and supplies materials for complex projects, such as marine
and land-based drilling platforms, multifunction floating
cranes, bridges, major sports infrastructure projects, airports,
power generation plants and skyscrapers.

The Arcelor International network is also the basis for
the development of the “under one roof” concept that
encompasses all Group sectors. This concept is applied in
more than ten offices worldwide. The Arcelor International
China office in Shanghai is therefore the central hub for all
Arcelor’s activities in China, running and coordinating offices
in Shanghai, Beijing and Hong Kong.

Arcelor International also acts as a bridgehead for the Group
and opened several new offices in growth areas in 2004:
Bucharest (Romania), Baghdad and Basscra (frag), Tallinn
(Estonia), Baku (Azerbaijan) and Tehran (iran).




Arcelor Projects

Arcelor Projects is the DTT business unit specializing in
supplying custom stee/ solutions for the construction of
maijor civil engineering, public works and offshore projects,
such as port facilities, underground car parks, and tunnels.
Responsible for sales of 827,000 tonnes of steel in 2004,
Arcelor Projects employs 350 people.

Arcelor Projects offers a broad range of products (sheet
piling, H-piles, pipe piles, beams, tubes and heavy plates)
and high added-value services, including design, assembly,
finishing, technical support and logistics.

OTHER ACTIVITIES

PRESENTATION OF THE GROUP
ACTIVITIES

Arcelor Projects maintains a presence in North America,
Mexico and the Caribbean. Its customer service and
infrastructure have enabled its Skyline Steel company to
become a leading player in the supply of steel for large-scale
foundation works. Arcelor Projects is also active in Europe
(The Netherlands) and Asia (Malaysia and Singapore).

Paul Wurth

The Paul Wurth Group is aninternationally recognized player
in the supply of engineering and construction services to
the steel and non-ferrous metals industries. The company is
also involved managing major civil and industrial construction
projects, and for several years it has been developing new
technologies for industrial environmental protection.

Based in Luxembourg, Paul Wurth operates subsidiary
companies and branches in Belgium, Germany, Spain, the
Czech Republic, Russia, Asia {India, China, South Korea
and Taiwan), South America (Brazil, Chile and Mexico),
North America and South Africa, and also works through a
worldwide network of licensees and agents. As of 1 January
2005, Paul Wurth employed 466 people in Luxembourg and
388 inits international subsidiaries.

Circuit Foil

Circuit Foil specializes in the production of ultra-thin copper
foils of between 3 and 400 microns for use in printed circuit
manufacture. Circuit Foil is one of the world’s five largest
manufacturers of this material. The company operates two
production plants: one in Luxembourg and the other in
Canada.

Industeel

Industeel is one of the world's leading producers of special .

steel fabrications and abrasion-resistant steels for molds and
tools. Based in Charlerci, Industeel Belgium specializes in
the production of stainless steel plate and specialty carbon
steel plate. Its French plants at Le Creusot, Chateauneuf and
Saint-Chamond respectively produce plate, forge ingots and
castings and shells. Industeel was involved inthe construction
of the first Chinese-built duplex steel chemical tanker.

industeel operates a worldwide network of sales offices and
is widely supported by the Arcelor Stainless International
network.

Atthe end of 2004, the Industee! Group employed 2,380 people
at full time equivalent.

ARCELOR 2004 ANNUAL REPORT
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CORPORATE GOVERNANCE
REPORT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
ON CORPORATE GOVERNANCE AND THE INTERNAL CONTROL PROCEDURES

Report of the Chairman of the Board
of Directors on corporate governance
and the internal control procedures

A. CORPORATE GOVERNANCE

1. Objectives

The principles of corporate governance developed in this
report are in line with the international recommendations. in
a constantly changing regulatory context, Arcelor intends to
pursue its efforts to achieve transparency and improve the
quality of the information it circulates in order to:

» contribute to the transparency and efficiency of markets;

* protect the rights of shareholders and facilitate their
exercise;

» guarantee the timely circulation of accurate information
about the significant facts that affect the Group's life.

In order to meet the expectation of our shareholders and
investors, we have set up a section on our website devoted
entirely to corporate governance (www.arcelor.com). As well as
the subjects developed in this report, this website section gives
regular updates on changes in the articles of incorporation, the
shareholding structure and the share capital.

2. Principles of organization

Arcelor is a company incorperated in Luxembourg and
governed by Luxembourg law, in particular the law of 10
August 1915 relatingto commercial companies, subsequently
modified. Detailed information on this subject can be found on
the Arcelor website, in the corporate governance section.

Since the founding of Arcelor, the functions of Chairman and
Senior Executive Vice-President have been kept distinct.
Joseph Kinsch is the Chairman of the Board of Directors
while Guy Dolle is Chairman of the Management Board.

In a desire to optimize the management processes and
make them fully transparent to all stakeholders, the Board
of Directors and the Management Board have established
internal rules intended to specify the operations of the Group
and establish an appropriate balance between the Board of
Directors and the Management Board.
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3. General Meeting of shareholders

The company’s General Meeting represents all shareholders.
it has the most extensive powers to direct, implement
or approve all actions relating to the operations of the
company.

The General Meeting of shareholders is chaired by the
Chairman of the Board of Directors or, in his absence, by the
Vice-Chairman.

The Arcelor Annual General Meeting of shareholdersis held in
Luxembourg, at company headquarters, or at any other place
in the city of Luxembourg specified in the notice of meeting,
on the last Friday of the month of April at 11.00 a.m.

All shareholders have the right to attend the General Meeting
or be represented by the Chair (with or without voting
instructions) or by any person of their choice as their proxy,
to speak out and exercise their voting rights in compliance
with the company by-laws.

No minimum number of shares is required to qualify for
participation in the General Meeting of shareholders. Every
share is entitled to one vote.

To the best knowledge of Arcelor, there are no shareholder
pooling agreements at company level.

To aftend the General Meeting of shareholders in person or
by proxy:

» shareholders recorded in Arcelor’s stock register receive
at their domicile all dccuments relating to the meeting and,
in particular, the notice of meeting with the agenda and the
proposed resolutions as well as a form that allows them to
indicate their intention to attend the General Meeting in person
or by proxy;

» shareholders recorded in Arcelor's stock register must
contact the financial intermediary holding the shares of their
account.



The Annual General Meeting has a quorum irrespective of the
number of shareholders in attendance and the shares they
represent. Resolutions are passed with a simple majority of
the votes validly cast by the shareholders present in person
or represented.

Arcelor undertakes to follow the corporate governance
principles aimed at ensuring proper information for
shareholders and market transparency.

Fifteen days before the Annual General Meeting may inspect
at the registered office:

* the annual financial statements and the consolidated
financial statement:

* the list of public funds, shares, bonds and other company
securities making up the portfolio;

* the management report;

* the documents issued by the auditors whose report to the
registered shareholders is mandated by law.

The management report, the annual and consolidated
financial statement as well as the aforementioned documents
issued by the auditors are sent to the registered shareholders
atthe same time as the meeting notice. All shareholders have
the right, upon presentation of the stock certificate, to receive,
free of charge and fifteen days before the meeting, a copy of
the items mentioned in the previous paragraph.

After approving the annual statements and the consolidated
financial statement, the General Meeting passes by special
vote a resolution granting discharge to the Directors for the
performance of their duties.

4. The Board of Directors
and its Committees

4.1. The Board of Directors

The Board of Directors of Arceloris composed of 18 directors
- all non-executive - appointed by the General Meeting of
shareholders, three of whom represent the employees.

ltis characterized by its international nature, with six different
nationalities represented on the Board.

If a director’s seat becomes vacant, the remaining directors
may, by a majority of the validly cast votes, elect a director
who subsequently fills this seat untit the next General Meeting
of shareholders.

The directors act in the interests of the company. Should
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a conflict of interest arise with regard to an operation
submitted for the approval of the Board of Directors,
the director concerned must informthe Chairman of the Board
beforehand, insofar as it is possible. He must also inform the
Board of Directors. He does not take part in the discussion
or vote on this operation. This is mentioned in the minutes
and the AGM is duly informed, as required by law.

The Board of Directors includes a sufficient number of
independent directors to give them a significant influence over
the decision-making processes. The independent directors
enjoy total independence from the company and its principal
shareholders, which implies that:

+» they do not hold an executive position within the
company;

+ they must not have any relationship with members of the
Management Board that could influence their independent
judgment;

+ they must not represent a shareholder who owns at least
2% of the company's share capital;

* they do not provide any goods or services to the company
which, in the opinion of the Board of Directors, would be likely
to influence their judgment.

The Board of Directors, at its meeting dated 19 March 2004
(andthen each time a new director was co-opted), examined
the qualification of the directors, particutarly in terms of their
independence.

The Board of Directors regards 11 directors as meeting all
the previously mentioned independence criteria, i.e. Joseph
Kinsch, José Ramén Alvarez Rendueles, HRH Prince
Guillaume of Luxembourg, Noél Forgeard, Hedwig De Koker,
Jean-Yves Durance, Ulrich Hartmann, Daniel Melin, Edmond
Pachura, Francisco Javier de la Riva Garriga, and Sergio
Silva de Freitas.

John Castegnaro, Manuel Fernandez Lépez and Miche! Marti
are the three directors representing the employees.

Corporacion JMAC BY, the company represented by Ramén
Hermosilla Martin, is regarded as a nen-independent director
owing to the size of its stake in Arcelor’s share capital.

Georges Schmit and Jean-Pierre Hansen are also regarded
as non-independent directors because they were proposed
to the vote of the AGM by two shareholders who possess a
significant proportion of Arcelor’s share capital: respectively
the Luxembourg state and the Walloon region.

Fernand Wagner is classified as a non-independent director
owing to his former functions within ARBED.
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COMPOSITION

Date of first End of mand_
companies are specified Date of birth: Nationality mandate {AGM Qualification
Joseph Kinsch : 2 May 1933 Luxembourger 15 February 2002 2006 Independent
Chairman of the Board of Directors, . : director
Luxembourg .

José Ramon Alvarez Rendueles 17 June 1940 Spanish 15 February 2002 2006 independent
Vice-Chairman of the Board of director
Directors, Spain, Madrid
Director
Gestavision Telecinco SA
HRH Prince Guillaume of Luxembourg, 1 May 1963 Luxembourger 15 February 2002 2006 Independent
Luxembourg director
John Castegnaro 3 November 1944 Luxembourger 15 February 2002 2006 Director

“Honorary Chairman of 0GB-L, representing the--
Luxembourg : employees
Jean-Yves Durance 28 July 1942 French 15 February 2002 2006 Independent
Chairman of the Management Board director
of MARSH, France, Paris -
Noél Forgeard 8 December 1946 French 30 April 2002 2008 Independent
Chairman and GEQ of Airbus, director
France, Toulouse
Jean-Pierre Hansen 25 April 1948 Belgian 15 February 2002 2006 | Non-independant
Vice-Chairman of the Executive director
Committee of Suez, Belgium, Brussels
Dirgctor :
Agbar
ACEA
Distrigaz
Electrabel
Fluxys
Ulrich Hartmann 7 August 1938 German 15 February 2002 2006 independent
Vorsitzender des Aufsichtsrats der director:
E-ON AG, Germany, Dusseldorf
Supervisory Boards
|KB industriebank AG (Chairman)
Minchner Rickversicherungs
- Gesellschaft AG
RAG Aktiengeselischaft

‘Deutsche Lufthansa AG.
Director
Henkel KgaA
Corporacién JMAG BV, represented | - - 15 February 2002 2006 | Non-independent
by Ramén Hermosilla Martin director
Hedwig De Koker 28 December 1955 Belgian 15 February 2002 2006 Independent
Chairman of the Board of Directors director

of Van der Veken Vastgoed SA, Bel-
gium, Antwerpen :
Director

Accentis N.V.
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B: 0 e mandates o ed ¢o Date of first End of mandate
panies are specified Date of birth Nationality mandate (AGM)

Manuel Fernandez Lopez 8 June 1947 Spanish |Co-opted at the Board - 2006 Director repre-
Secretary General of Metal, Gonstruc- Meeting of senting the
cién y Afines de la U.G.T,, Federacion 12 November 2004 employees
Estatal (M.C.A.- U.G.T.), Spain, Madrid Appointment subject

: 5 to ratification at the

AGM 2005

Michel Marti 6 July 1947 French 30 Aprit 2004 2008 Director repre-
Former Secretary of CFDT, France, senting the
Broye employees
Danie! Melin 29 May 1944 French 15 February 2002 2006 Independant
Chairman of EMEA South EDS, France, director
Paris :
Edmond.Pachura ‘ 31 January 1934 French 25 April 2003 2006 Independent
Chairman of UNAS, France, Paris director
Francisco Javier de [a Riva Garriga 28 August 1945 Spanish 15 February 2002 2006 Independent
Executive vice-Chairman of Fertiberia director
S.A, Spain, Madrid
Sergio Silva de Freitas 16 January 1943 Brazilian 15 February 2002 2006 Independent
Senior Vice President de Banco itad director
S.A., Brésil, Sao Paulo
Georges Schmit 19 April 1953 Luxembourger 15 February 2002 2006 | Non-independant
First Councillor of the Goverament, director
Ministry of the Economy and Foreign Trade,
Luxembourg o
Director
S.E.S. Global SA
ARES SA
Fernand Wagner 24 February 1938 Luxembourger 15 February 2002 2006 | Non-independent
Former CEO of ARBED, Luxembourg director

Following his resignation presented to the Chairman of the
Board of Directors, Ignacio Fernandez Toxo left his post as
director on 12 November 2004.

The Secretary to the Board of Directors is Paul Junck,General
Secretary of Arcelor.

The members of the Board of Directors held 99,118 shares of
the company on 31 December 2004, notincluding Corporacion
JMAC BV whichis a major shareholder with 22,738,890 Arcelor
shares.

Role and authority of the Board of Directors

The Board of Directors has, within the limits of the laws
and by-laws, the most extensive powers with regard to the
administration and management of the company and with
regard to the attainment of the corporate purpose.

ltappoints the members and the Chairman of the Management
Board.

Without prejudice to its legal mission, the Board of Directors,
on the recommendation of the Chairman of the Management
Board, sets strategic goals and the management board plan
of the company and the Group, approves the resources for
achieving these goals, oversees the implementation of the
management board plan and the control of the company and
the Group, and reports to the shareholders.

lt decides in particular, based on a proposal of the Management
Board:

» the annual financial statements of the company and the
proposed distribution of earnings;

* the consolidated financial statements of the Group;
+ the consolidated budget projections;

* the reports to be submitted to the General Meeting of
shareholders.

It approves all major investments and all strategic operations.

ARCFIDOR 2004 ANNUAI RFPORT

w
()
c
a
c
o
w
>
(=)
(S
w
| o
e
oL
o
a.
[2=4
o
(W




[£5]
o
=
c
c
ol
w
>
Q
o
W
[
em
o
o
a
oL
o
o

CORPORATE GOVERNANCE
REPORT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
ON CORPORATE GOVERNANCE AND THE INTERNAL CONTROL PROCEDURES

Working procedures

The Board of Directors elects a Chairman from among its
members, who has the powers granted by the bylaws and
those granted by the Board. He represents the Board of
Directors with third parties.

He maintains ongoing contact with all important shareholders
of Arcelorin consultation with the Chairman of the Management
Board.

He chairs the meetings of the Board of Directors.

Among his responsibilities, the Chairman of the Board of
Directors must evaluate the major issues submitted by the
Management Board to the Board of Directors in order to form
his own opinion., C

For this purpose, he maintains or develops the necessary
understanding of the issues, challenges, developments
and opportunities in Arcelor's various sectors through
periodic consultation with the Management Board and its
Chairman.

Ingeneral, the Chairman fuffiis his responsibilities in the spirit of
teamwork with the Management Board and its Chairman.

The Board of Directors may elect a Vice-Chairman from
among its members who has the powers granted by the by-
laws and those granted to him by the Board.

The Board of Directors meets six times per year and is
convened by the Chairman. Further meetings may be called
if the affairs of the company so require.

If the Chairman cannot attend, the Board is chaired by the

. Vice-Chairman or the most senior Director by age.

The agenda for the meetings is established by the Chairman
of the Board in consultation with the Chairman of the
Management Board.

The Chairman and the members of the Management Board
participate in the meetings of the Board of Directors in an
advisory role.

Other persons may be invited by the Chairman of the Board to
participate in an advisory role in the discussion on a particular
point of the agenda.

The Board is assisted by a Secretary appointed by the Board
of Directors upon the recommendation of the Chairman. The
Secretary of the Board attends the meetings of the Board
of Directors and helps to prepare and draft the minutes. He
does not have a vote.
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The Board of Directors has a quorum only if a majority of its
members are present or represented. Resolutions are passed
by a simple majority of the validly cast votes.

However, resolutions of the Board of Directors bearing on
the issuance, within the limits of the authorized capital, of
shares or other securities that give or may confer the right to
shares, require a two-thirds majority of the members present
or represented. In the event of a tie, the Chairman shall cast
the deciding vote.

Press releases regarding annual and consolidated financial
statements or decisions made by the Group are submitted
to the Board of Directors for approval, after advice from the
Audit Committee.

Board information

It is the obligation of the Chairman of the Board, assisted
by the Secretary of the Board of Directors, to provide the
Directors with the appropriate information in preparation for
each meeting based on the circumstances and the items
on the agenda.

The Chairman of the Board of Directors ensures that the
directors are given the principal information concerning the
Group, particularly the financial analysis reports and the press
releases.

Privileged information — operations affecting the Arcelor
shares

At the beginning of each year the directors are informed about
the rules concerning insider trading and the 'abstention’
periods during which they must not undertake any operations
on the Arcelor shares.

Beginning in 2005, AMF, the French market supervisory
authority, will be informed about the operations affecting the
Arcelor shares undertaken by the directors and the members
of the Management Board when they exceed 5,000 eurcs
per calendar year.

Confidentiality of information

Directors and any other person called to attend the meetings
of the Board of Directors are bound by secrecy with regard to
any information of a confidential nature of which they become
aware as a result of their participation in said meetings.

This obligation of confidentiality remains in force even after
they have left their positions.




Activity report

In 2004, the Board of Directors held 7 meetings with an
average length of about 31/2 hours. The average attendance
level of the directors was 89.7%.

At each of these mestings, the Board of Directors devoted
one point of its agenda to Health/Safety issues covering all
the sites of the Group, with an analysis of the frequency and
seriousness rates and the serious and mortal accidents.

The Board of Directors accepted the resignation of Robert
Hudry —~ Senior Executive Vice-President ~ and appointed
- Gonzalo Urquijo as Deputy Senior Executive Vice-President
of Arcelor with responsibility for the DTT sector (Distribution
- Transformation - Trading). The Board of Directors agreed
to submit to the AGM on 30 April 2004 the candidatures of
Michel Marti and Noél Forgeard to the post of director, to
replace Messrs Lapeyre and Bouten, who had resigned. They
were appointed for a full mandate of 5 years. At its meeting on
12 November 2004, the Board of Directors co-opted Manuel
Ferndndez Lopez to the post of director to replace Ignacio
Fernandez Toxo, who had resigned. This cooptation will be
submitted to the AGM of 29 April 2005 for ratification.

The Board of Directors devoted its first session to examining
the budget for 2004. It approved the annual accounts for
2003 as well as the accounts for the quarter and half year
of 2004 at the three subsequent meetings. The directors
were also informed about the abstention periods applying
to operations on the Arcelor shares in 2004. The Board of
Directors approved the stock-option pfan for 2004.

Following the expiry of the first authorization given on 21 June
2002, the Board of Directors renewed its authorization to the
_ Management Board to issue one or more bond loans for
a total of 2 billion euros intended to optimize the Group's
financial situation.

The Board of Directors approved the takeover of CST (Brazil)
and the increased stake in the capital of Acesita (Brazil) as
well as the financing of these operations by a new equity issue
of 1.14 billion euros. The Board felt that these operations and
the related equity issue would enable Arcelor to access new
sources of growth and hence increase its cost effectiveness
considerably. They will also enable it to integrate assets of
high quality that will remain competitive for the long term and
in which the Group has already made significant financial,
commercial, technical and human investments.

File No. 82-34727
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The Board of Directors examined the Group's significant
acquisitions and disposals such as the acquisition of DEAG
Possehi (Germany) and of the sheet pile business of CORUS
(UK), and the sales of Aciérie de I'Atlantique (France), IEE
{Luxembourg), IMS (France), J&L. and J&F (USA) and Thainox
(Thailand).

The Board of Directors approved the reorganization of the
shareholding of Arcelor in the Gonvarri Group (Spain) and
the elimination of related small shareholdings.

The Board of Directors was informed about the adoption
of the "Arco” plan in the Flat Carbon Steels sector which
is designed to improve the competitiveness of the Arcelor
factories in Asturias. This plan will generate large savings in
costs and improve the management of the company, thanks
in particular to the contribution of ideas by the employees.
It will also enable the company to adapt the workforce to
its real needs and raise the qualification level and technical
expertise of the personnel.

The Board of Directors approved the Lux 2006 modernization
plan for the Luxembourg steel factories which will devote
€122m from 2004 to 2008, to which should be added the
€170m already authorized for the construction of the new
Medium Section Mill (MSM} in Belval whose test phase started
at the end of 2004. The implementation of the Lux 2006 plan
willenable the Luxembourg factories in the Long Carbon Steels
sector to eliminate their productivity handicap and raise them
to world class performer level. The Board of Directors was
also informed about the progressive stoppage (to end of
2005) of the activities of the cold rolling mill in Dudelange
(Luxembourg).

The Board of Directors approved major investments, such
as the setting up of a Steel Services Center in Slovakia,
the relocation of part of the Matthey activities to the Czech
Republic, the extension of the coking plant and the installation
of a dust-collection system in the Fos-sur-Mer factory (France),
the renovation of the water cooling circuits of the continuous
mill and the revamping of blast furnace 3 in the Dunkerque
plant (France), as well as the relocation of the Saragossa plant
(Spain).

The Board of Directors devoted an entire meeting to the
group's strategy. It examined in detail recent developmentsin
theinternational steel markets as well as the Arcelor positioning
in the various markets and product segments.
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The Board of Directors also devoted a specific meeting to
reviewing the activities of Arcelor in the two years since it
was created. The Board of Directors examined the progress
made by the group in achieving the general and sector-specific
objectives setforit. it compared the performance of the group
with that of other firms in the sector in terms of producﬁon,
cost-effectiveness, margins and trends inits principal financial
indicators.

Finally, the Board of Directors discussed various subjects
relating to the general environment of the group, sustainable
development, the conseguences of the introductionin Europe
of the system for trading greenhouse gas emission permits,
human resources, R&D, the macro-economic environment
and the steel market.

Evaluation of the Board of Directors and its Committees

Atits meeting on 29 July 2004, the Board of Directors decided
that in 2005 it would make aformalized self-evaluation of its own
functioning, as well as that of the Audit Committee and of the
Appointments and Remuneration Committee. Henceforth, this
evaluation will be carried out at least every three years, based
on a questionnaire approved by the Board of Directors.

The seif-evaluation questionnaire will cover six principal
themes:

+ the organization of the Board's meetings and their follow-up;
* the Board's composition;
» the Board's missions and the scope of its powers;

* the remuneration of the Board's members;

- » the functioning of the Audit Committee:

» the functioning of the Appointments and Remuneration
Committee.

4.2. The Audit Committee and the
Appointments and Remuneration Committee

In the framework of the application of the principles of
corporate governance, two Committees function within the
Board of Directors.

4.2.1. The Audit Committee
Mission

The mission of the Audit Committee is to assist the Board
of Directors in its role as controller of the company and the
group. It also examines the yearly, half-yearly and quarterly
accounts for the company and group, and comments on the
accounting principles and rules and on the evaluation rules
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used by the company for drawing up these accounts.
Composition

its members are:

+ José Ramon Alvarez Rendueles, Chairman

* Hedwig De Koker, member

» Jean-Yves Durance, member

» Georges Schmit, member

Operating procedures

The Audit Committee is convened by the Chairman at least
twice a year. It can also meet at the request of at least two
of its members.

The agenda of the meetings is drawn by its Chairman.

The meetings have a quorum when at least three of its
members are present.

It can collaborate with and/or invite to attend its meetings:

» the Chairman of the Board of Directors;

+ the Chairman of the Management Board;

* the Senior Executive Vice-President Finance;

+ the Accounts Manager and the Internal Audit Manager;
* the outside auditors;

* any other person whose contribution will be useful.

It is familiar with the internal audit work scheduie and can
request any document or information regarded as useful or
necessary for carrying out its mission.

The work of the Audit Committee is documented in minutes
drawn up by the Secretary and signed by the four members
of the Audit Committee and its Secretary.

Activity report

The Audit Committee met 5 times in 2004. The average
attendance rate of its members was 85%.

At these meetings, inter alia, the Committee:

* analyzedthe financial statements for 2003 whose principal
non-recurring items affected the consolidated income for
that year, as well as the guarterly and half-yearly accounts
of 2004;

+ examined the consolidated budget for 2004.

The Audit Committee also analyzed the company's
intervention strategy-for the Arcelor shares, and proposed




to the Board of Directors specific abstention periods linked
to the publication of the results during the year.

It reviewed the financing activities of the group carried out via
Arcelor Finance and Arcelor Treasury as well as the group's
policy oninsurance coverage. The Audit Committee likewise
paid special attention to the accounting procedures, especially
those relating to foreign exchange cover, non-ferrous metais
and CO, emission permits.

It examined the 2004 program of the Business Risk Control
unit and a detailed report from this unit mainly concerned with
the risk mapping of the group that identifies the major risks
for Arcelor, as well as a summary of audit reports carried out
in 2003 and including recommendations on optimizing the
internal contro! procedures.

The auditor provided the members of the Audit Committee
with further information and explanations for each meeting.

At the end of each meeting of the Audit Committee, its
Chairman presented an oral report to the Board of Directors
which was included in the minutes of the Board meeting.

4.2.2. The Appointments and Remuneration Committee
Mission

The principal mission of the Appointments and Remuneration
Committee is to submit proposals to the Board of Directors
on the remuneration of the members of the Management
Board, the appointment of new directors and members of the
Management Board. It is also kept informed by the Chairman
of the Management Board on the group's remuneration policy
for its top managers.

~ Composition

its members are the following:

* Joseph Kinsch, Chairman

» José Ramén Alvarez Rendueles, member
» Jean-Pierre Hansen, member

» Edmond Pachura, member

Operating procedures

The Committee meets at least once a year. It can also meet
whenever its Chairman requests a meeting.

Its meetings have a quorum only when at least three of its
members are present, including the Chairman.

It can work in collaboration with the Chairman of the
Management Board or any other person whose contribution
is regarded as useful.
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Activity report

The Appointments and Remuneration Committee met Stimes in
2004. The average attendance rate of its members was 95%.

At these meetings, inter alia, the Appointments and
Remuneration Committee:

reviewed the developments in the company’s shareholding;

+ drew up proposals for the Board of Directors on the
remuneration of the members of the Management Board,
the fixed and variable parts of it and stock options;

* submitted proposals to the Board of Directors on the
appointment of new directors following the resignation
of Mr. Lapeyre and Mr. Bouton which won the Board's
approval and were ratified at the General Meeting of
shareholders of April 30, 2004;

+ submitted a proposal to the Board of Directors on the
appointment of Mr. Urquijo to run the DTT sector following
the retirement of Mr. Hudry, which the Board approved;

* submitted a proposal to the Board of Directors on the
fee to be paid to the members of the Board of Directors for
2003. This proposal - approved by the Board of Directors
- was ratified by the General Meeting of shareholders of
30 April 2004,

* drew up a draft questionnaire to be used for the self-
evaluation of the functioning of the Board of Directors and its
committees which was approved by the Board of Directors;

» drew up a proposal to classify the members of the Board of
Directors according to the independence criteria adopted by
the company which was approved by the directors.

At the end of each meeting of the Appointments and
Remuneration Committee, its Chairman presented an oral
report to the Board of Directors that was included the minutes
of the Board meeting.
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5. The Management Board

Composition

The Chairman of the Management Board and the members
of the Management Board are appointed by the Board of

IUHC INO, 62-0%74/

Directors, based on a proposal of the Appointments and
Remuneration Committee.

On 31 December 2004, the Management Board was made
up as follows:

onctio Date de naissance Nationalité
Guy Dolté Chairman of the Management Board, CEO October 31, 1942 French
Jacques Chabanier Senior Executive Vice-President Purchasing, R&D, Information March 11, 1949 French

Technology, e-commerce; Alliance with Nippan Steel

Jean-Yves Gilet Senior Executive Vice-President Stainless Steels March 9, 1956 French
Roland Junck Senior Executive Vice-President Long Carbon Steels November 10, 1955 Luxembourger
Paul Matthys Senior Executive Vice-President Strategy; Intemnational Business Development September 1, 1949 Belgian
Guillermo Ulacia Senior Executive Vice-President Flat Carbon Steels February 12, 1954 Spanish
Gonzalo Urquijo Deputy Senior Executive Vice-President Distribution-Transformation-Trading | September 17, 1961 Spanish
Miche! Wurth Senior Executive Vice-President Finance, Management by Objectives April 17,1954 Luxembourger
Authority » maintains relations with the state and local authorities

The powers of the Management Board are defined by the
Board of Directors. The following powers are delegated to
the Management Board by the Board of Directors:

» definition and monitoring of the company’s and group’s
strategic objectives and management board plan
submitted to the Board of Directors after consuitation with
the Chairman of the Board of Directors;

» definition of the policies and resources for the implementation
of this strategy; decisions other than those relating to current
management are submitted to the Board of Directors for
its approval;

+ execution and control of decisions with monitoring of
results.

Missions

The Management Board is a collegial body with shared values
which embodies a reinforced sense of the group's identity
and spirit.

In the framework of the powers delegated by the Board of
Directors, the Management Board:

* is responsible for the performance of the group and its
operational sectors;

* seeks to exploit industrial, financial and commercial
convergences and synergies within the group and between
the sectors;

* appoints the senior managers of the principal companies
of the group;
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and with the national and international professionat
organizations;

« coordinates public relations and ensures compliance with
the group's corporate identity;

* proposes to the Board of Directors:

« the company's annual financial statements and the income
appropriation proposal,

* the group's consolidated statement,

» the consolidated budget estimates,

* the reports to be submitted to the General Meeting of
shareholders.

Code of conduct
The members of the Management Board adhere to the

strictest ethical and professional standards and give each
other mutual assistance in achieving their set objectives.

6. Remuneration
6.1. Board of Directors and Committees

Principles of the remuneration of the Board of Directors
and Committees

Each year, with the approval of the ordinary General Meeting
of shareholders, the Board of Directorsis allocated an amount
based on the dividend to be distributed to the shareholders.
This amount — which makes up the Board's fee —~ cannot be




less than €1m nor over €2m. If the amount to be distributed
is insufficient, the minimum €1m is partly or wholly posted
as an expense.

This amount is divided up between the members so that each
director receives a share, the Vice-Chairman one and a half
shares and the Chairman two shares.

Furthermore, the Board of Directors is allocated €36,000 for
gach ofits meetings, to pay the attendance fees. This amount
is posted as an expense.

The specific remuneration of the members of the Audit
Committee and the Appointments and Remuneration
Commiittee is as follows:

Total number
of aptions ailocated
2003 Plan 51,385

A A4 A TWY WA W "5

CORPORATE GOVERNANCE
REPORT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
ON CORPORATE GOVERNANCE AND THE INTERNAL CONTROL PROCEDURES

» €3,000 per member and per meeting,

* €4,500 per meeting for the Chairman.

These fees are posted as expenses.

Amounts allocated in 2004

Total remuneration *:€1,875,000 for 2004 of which €1,500,000
asdirector's fees (subject to approval by the General Meeting
of shareholders) and €375,000 as attendance fees.

The Chairman of the Board of Directors participates in the
company's stock option ptan**: '

Exercise price Exercise period
9.67 from July 1, 2006
to June 30, 2010

2004 Plan

51,395 13.11

from July 1, 2007
to June 30, 2011

6.2, Management Board

The remuneration of the Chairman and members of the
Management Board of Arcelor is fixed by the Board of
Directors, based on a proposal by the Appointments and
Remuneration Committee.

Principles of remuneration

The remuneration of the Chairman and members of the
Management Board breaks down as follows:

* afixed annual fee,
* a bonus based on the results,

« stock options.

All the director's fees received by the Chairman anc the
members of the Management Board were returned to the
company.

* Including for the members of the Board Committees.

** In order to preserve the rights of the beneficiaries foliowing Arcelor's
capital increase in July 2004, the Board of Directors approved an
adjustment to the 2003 and 2004 stock option plans:

- for the Arcelor 2003 plan, the new year's price is 9.67 euros (instead of
9.94 euros before the capital increase), the number of options allocated
was 1,300,000 and is now set at 1,336,282 options.

- for the Arcelor 2004 plan, the new year's price is 13.17 euros (instead of
13.48 suros before the capital increase); the number of options allocated
was 1,795,000 and is now set at 1,228,367 options.

Fixed annual fee

It is determined on a net basis after social security charges
and standardized taxes in order to take into account the
countries in which the members of the Management Board
do business and reside.

Bonus

The bonus of the Chairman and members of the Management
Board is based on the following rules:

» one third based on the year's results in the RCE (Return
on Capital Employed) and FCF (Free Cash Flow) financial
indicators, paidin cash; one third based onthe year's results
inthe RCE and FCF financial indicators converted into Arcelor
shares priced at the average market price for the 30 calendar
days before the General Meeting of shareholders1:

« one third is linked to the moving average of the same
indicators in the current year and the two previous years.

The maximum amount of the bonus before applying the
individual performance coefficient of 0.8 to 1.2is 75% of the
net annual remuneration

Stock options

The Chairman and the members of the Management Board
benefit from the 5-year stock option plan decided at the
General Meeting of shareholders of April 25, 2003 and
enacted by the Board of Directors on May 15, 2003. The
number of options granted each year is decided by the Board
of Directors.
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[ AMOUNTS ALLOCATED IN 2004 |

Gross annual Gross annual Number of

remuneration bonus 2 stock options

in ewros in euros aliocated

Guy Dollé 610,000 653,000 51,395
Other members® 2,763,800 2 357,000 267,254

a. These shares must be held for at least 4 years.

b. This is the 2004 bonus linked to the 2004 resuits, in compliance with the rule mentioned above.

The table below gives details of the allocation of stock options for 2003 and 2004:

2003 Plan 2004 Plan
Total number of Exercise [ACIEA  Total number of Exercise Exercise
oplions granted price 2401 options allocated price period
G.Dollé 51,395 9.67 | fromJuly 1, 2006 51,395 13.11 | from July 1, 2007
to June 30, 2010 to June 30, 2011
Qther members @ 287,812 267,254

a. The 2003 plan: J.Chabanier, J.Y.Gilet, R. Hudry, R.Junck, PMatthys, G.Ulacia, M.Wurth.
The 2004 plan: J.Chabanier, J.Y.Gilet, R.Junck, BMatthys, G.Ulacia, G.Urquijo, M.Wurth.

Furthermore, the members of the Management Board held 88,767 shares of the company on December 31, 2004.

7. Dual-signature principle

The company has adopted the dual-signature principle for
its representation needs. Notwithstanding the representation
authority conferred by law on the Board of Directors, the
company is liable towards third parties only with the joint
signature of two holders of the power of signature. All the
holders of the power of signature are designated by the Board
of Directors which also determines the scope of their power.

8. €xternal Auditor

" In accordance with the Luxembourg faw on commercial

companies, the consolidated financial statements and the
individual company statements are certified by an auditing
firm that examines the accounts, the method of preparation
and the group’s internal control procedures.

B. INTERNAL CONTROL PROCEDURES

Following an open bidding process, the General Meeting of
shareholders held on April 26, 2002 - based on the proposal
of the Board of Directors - appointed the auditing firm KPMG
as auditor for Arcelor. Its term will expire at the General
Meeting of shareholders that will vote on the accounts for
the 2004 financial year.

As proposed by the Board of Directors, the General Meeting
of shareholders of April 30, 2004 prolonged the contract of
KPMG to audit the accounts of the Arcelor company and the
consolidated accounts of the Arcelor group until the General
Meeting of sharehoiders that will vote on the accounts for the
2005 financial year.

The fees of this auditor, the members of its network and other
auditors hired by the group amounted to €10m in 2003 and
2004. The other services provided by KPMG accounted for
less than 10% of that amount.

1. Objectives of internal control

Internal control is an integral part of the Arcelor group's
corporate governance strategy.

The internal control procedures are designed to assist the
management of the group in identifying and managing risks
by putting at its disposal a reference tool for risk management
and by verifying compliance with the procedures.

The purpose of internal control is to ensure:
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« compliance with the laws, regulations, standards, internal
rules and contracts,

* the protection and preservation of the group's assets,

» the exercise of optimal control over the sectors and
companies within the group,

» the reliability and integrity of the accounting system and
the financial and operational information,

» the achievement and optimization of the group’s
objectives,




* the prevention and management of risks that might prevent
the achievement of these objectives.

Hence, internal control contributes to the company’s goals
regarding performance and cost-effectiveness. But, however
well conceived and applied these procedures may be, internal
control, like any other control system, cannot preserve a
company totally from human error.

2. Organization principles of internal
control

The organization of the Arceler group is characterized by the
principle of subsidiarity. The Management Board formalizes
and communicates its vision for the company and overseesiits
implementation. It is assisted by the Corporate departments
in its strategy, management and governance functions.

The elements of this vision include Arcelor's Principles of
Responsibility. Drawn up by a team of top level executives and
managers, the principles were validated by the Management
Board and widely circulated among executives and managers.
In 2004, all the employees of the group were made familiar
with these principles.

In accordance with the principles laid down above, the
responsibility for the design and implementation of an
internal control mechanism and procedures rests with the
Management Board, as delegated by the Board of Directors.
Furthermore, the organization, application and monitoring of
these internal control procedures and, hence, the company'’s
risk management, are the responsibility of the operational
sectors.

Since the general approach of the Arcelor group to internal
controlis based on the risk management process, the group
devised a specific action plan in this area. It involves the
implementation of a continuous process, the Business Risk
Control (BRC) process, the purpose of which is to help the
different players in charge of operations at all group levels
to progressively adopt the best internal control practices to
deal with the risks that threaten the activities for which they
are responsible.

In outline, the BRC process can be described as a series of
activities designed to:

» pericdically identify, in cooperation with the operational
sectors, the level of risk inherent in the various business
activities, taking into account the existing internal control
mechanism (internal control mapping);

* design, with the group’s specialists, the homogensous
manual of best practices for managing the risks inherent in
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the different processes (internal control engineering),

+ make the manual available to-the operating personnel
for them to internalize the practices (internal control
distribution);

» periodically and independently verify that the operating
personnel are complying with the manual (internal control
review);

+ provide management and the Audit Committee of the Board
of Directors with an independent opinion on the overall level
of internal control to deal with the risks inherent in the various
activities (internal control communication).

3. Operating procedures

With regard to the specific functioning of the Arcelor group's
internal control mechanism, it should be noted that the various
Corporate departments have drawn up a set of rules, internal
directives and procedural methods covering in particular the
areas of finance, accounting, management control, legal
matters, human relations, health and safety, environment,
purchasing, information systems, communications, internal
audit and risk management, which are implemented in all
sectors and companies of the group, and are regularly
updated.

Two examples are the following internal control and risk
management processes:

3.1. Legal internal control procedures

The control performed by the Arcelor Legal Department over
the activities of Arcelor and its subsidiaries derives from the
group's general organization principles, particularly from
the definition of the general mission of the legal function in
Arcelor.

In order to optimize coverage of the legal risks and contribute
to the group’s development, the internal control system
set up by the Legal Department includes the following
procedures:

+ all major contracts creating liability for companies of the
group must be approved by the Legal Department;

» in the event of a new dispute or the risk of a dispute, group
companies must refer the matter to the Legal Department,
which will decide on the strategy to follow in each case;

« more specifically, the Legal Department will review ongoing
disputes involving over £500,000 in a litigation report updated
every 6 months;

» any use of legal subcontracting (lawyers, outside counsel)
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must be notified in advance to the Legal Department which
will advise on the appropriateness of the choice and its
modalities, and will organize this subcontracting according
to a group procedure;

* legislative or regulatory developments that could
have repercussions on the group's activities and on the
obligations of subsidiaries and/or their managers are
constantly monitored by the Legal Department, which will
take appropriate measures;

* ateamdedicated tomonitoringthe Arcelor group's subsidiaries
and holdings carries out a review of the legal documentation it
receives with regard to corporate law and the structure of the
operations and corrects any irregularities detected.

3.2. Internal control procedures for group
financing

The financial risks (foreign exchange, rates, metals, energy)
are managed centrally by the Trading Room in accordance
with the procedures approved by the Audit Committee and
whose applicationis audited regularly. In particular, the dollar
exchange risk is managed with regard to the coverage of
purchases of raw materials (ore, coal, etc.), essentially in the
Flat Carbon Steel sector, in application of a specific decision
of the Management Board.

Liquidity risks are managed by Arcelor Finance with the aim of
having constant access to a volume of confirmed bank credit
lines in order to be able to deal with any (asting upheavals
(over 12 months) of the financial market.

The allocations of financial resources within the Arcelor group
are controlled by a Financing Committee consisting of:

- the Senior Executive Vice-President Finance (CFO);

* the heads of Finance, Management Control, Mergers &
Acquisitions and group Operations;

* representatives of the sectors concerned on a case-by-
case basis.

The role of the Financing Committee, clearly laid down in the
internal procedures approved by the Audit Committee of the
Board of Directors, is to: '

» allocate financial resources to group companies and
determine the terms and conditions thereof;

* review the balance shest structure of the companies:

* approve the financial operations decided by the sectors

and business units.

The Financing Committee met 12 times in 2004 and approved
the aliocation of €3.2b in capital resources, long-term loans
or short-term lines of credit.
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Each lending or borrowing operation is covered by a written
contract. Any utilization of short-term lines of credit with
Arcelor Treasury SNC is continuatly computer-monitored.

Allfinancia! operatio‘ns are systematically subject to an AFO
- Authorization for Financial Operation.

The decision-making level is defined in the procedures and
each decision is included in the monthly financial reporting.

3.3. Internal control procedures
for the preparation and processing
of accounting and financial information

The consolidated quarterly financial information is produced
by the group’s Accounting Department of the basis of a
general calendar that takes into account the requirements
of the markets on which the group is listed (target date)
and the group’s internal validation and approval process
(Management Board, Audit Committee, Board of Directors,
General Meeting of shareholders). '

The tracking and processing of the accounting information
collected from the consolidated entities is organized
according to the principle of the division of labor between
the local entities that are responsible for the reporting
package, including all restatements to ensure conformity
with the group’s accounting standards, and the Accounting
Department which carries out the review and ensures that all
information is included in the consolidated accounts.

At each quarterly closing, the local entities attest that they
assume responsibility for putting together their reporting
package in compliance with the group’s accounting rules
and procedures via a letter of declaration sent to the Arcelor
Senior Executive Vice-President Finance.

The review of the quarterly financial and accounting
information sent by the local entities undertaken by the
Accounting Department covers several levels of analysis
and includes detailed systermnatic controls of each individual
reporting package, cross-level analyses and reviews of the
various consolidated statements.

The reporting packages are also subject to periodic review
procedures (half-yearly and/or yearly) by the local external
auditors in the framework of the audit of the group’s
consolidated accounts.

The financial and accounting information produced by the
local entities is also subject to ad hoc thematic controls by
the BRC.

Arcelor has chosen a single, centralized information system
(Carat software package) that is common to all accounts
and management control departments for the preparation



of the consclidated quarterly information and the monthly
reporting indicators. It is used by most large European groups,
including 90% of the groups inthe CAC 40in France. It allows
for integrated, standardized, secured and totalty automated
data and processing.

The consolidated quarterly reporting is prepared within a
consistent procedural framework that includes the reference
documents made available throughout the group (the
Reporting and Consolidation Manual detailing all the group's
accounting and valuation rules, and the Information System'’s
. User's Manual) and annual training programs designed for
the local entities.

To complement this general process, Arcelor set up a group
Accounting Compliance team inthe Accounting Department
whose objective is to define and develop a standardized and
secure accounting environment for the consolidated financial
statements. To this end, the group Accounting Compliance
teamn has established a network of expertise (two group
experts and eleven local experts) whose role is to rolf out the
communication and application of the accounting policies
adopted by Arcelor.

In 2004, the team drew up six major procedures (new or
revised) designed to develop the procedural framework
{reference documents) and keep up with the changes
introduced in international accounting standards. These
developments were presented in detall in training seminars
held for local accounts managers.

In addition, the Accounting Department and its network of
expertise adopted in 2004 a proactive policy of distributing
information to the group's financial reporting players through
sessions devoted to future short and medium-term changes
in the group’s accounting policy.

The Accounting Department cooperates fully, in all its functions,
with the many other internal departments. Some work is
recurring as part of periodic cross-level reporting (with the
departments of Management Control, Taxation, Environment,
Legal Matters, Treasury and Human Resources), or involves
occasional operations related to current projects, for example
with the Mergers and Acguisitions Department.

The group's consolidated financial statements are subject to
a six-monthly review by the outside auditors, in compliance
with Luxembourg law and the market regulations in force in
the countries where Arcelor is listed for trading.

3.4. Internal control procedures for
Management Control

The work of the group’s Management Control is guided by
its principal objectives, namely:
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» the collection, analysis and explanation of the results
achieved, compared with the objectives set for the Arcelor
group and its principal components;

« forecasts of short and medium-term developments;

* recommendations for corrective actions.

As mentioned above, the group has opted for a single,
centralized information system so that the Management
Control Department prepares its reports essentially from the
same database as is used for the consolidation reporting.
The action taken by Management Control is documented
in particular through the application of the following
procedures:

» procedure for drawing up and approving the annual budget
and the business plan procedure currently being improved
and revised;

+ procedure for monthly reporting;

* procedure for analyzing variations and calculating efficiency
gains;
» procedure for quarterly forecasts;

* procedure for monitoring the working capital
requirements;

» procedure for authorizing industrial investments in
cooperation with the Strategy Department.

These procedures require close cooperation between the
management controllers operating at group level, sectors
of activity, business units and individual companies. They
specify the roles and the responsibilities at each control level
in the overall control framework.

Based on the procedures listed above, the Management
Control Department draws up the following documents
intended for the group’s Management Board:

* report on the year's budget;

» monthly report on the results of the group and its principal
components, including analyses of variations and efficiency
gains,;

+ guarterly forecast of the group’s activity in the coming
quarters;

» monthly report on developments in working capital
requirements and management actions relating to them;,

. six—mohth!y reportonthe Industrial Investment Authorizations
and the industrial investments undertaken in cooperation with
the Strategy Department.

The management controllers working at different levels of the
group also produce specific reports for the use of the different
Departments, in compliance with the group procedures.
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3.5. Internal control procedures for the defi-
nition and implementation of the strategy

The definition of the group's strategy fits into an annual cycle.
The two high points of this cycle are the two strategy seminars
of the Management Board, each tasting 1 to 2 days, heid in
January and July-August.

The summer strategy seminar is more focused on the medium
and long-term prospects of the steel environment and the
definition of guidelines for the group. It examines aspects of the
long-term development of our basic markets in terms of demand,
and looks into proposals on how to adapt our commercial and
industrial product mix. It defines choices and guidelines for
geographic growth and developments in our product ranges.

The winter strategy seminar is mainly devoted to carrying out
areview of all the current strategic projects. This simultaneous
analysis of all the strategic projects in the light of the foreseeable
medium and long term environment and also the likely short-
term developments, enables the Strategy Department to verify
that they fit into the defined group strategy.

Every November, a Board of Directors meeting is devoted
mainly to strategy and to validating both the overall trends
and the individual projects.

The important decisions concerning each strategic project
are taken first by the Management Board and then by the
Board of Directors in the light of their maturity and urgency.

The strategy process draws on procedures used in the
framework of various structures:

* the group's development over 3 years is analyzed in the
Business Plan drawn up by Management Control at the
same time as the budget (the procedure for drawing up the
Business Plan is currently under review); ‘

* the 3-year investment plan is drawn up jointly with
Management Controf;

* the industrial investments are covered by a structured
procedure undertaken jointly with Management Control;

* the investment forecasts require six-monthly authorizations
for both funding commitments and cash disbursements
throughout the group and in each sector. These authorizations
are delegated to the Senior Executive Vice-Presidents in
charge of sectors, with the possibility of sub-delegation
depending on the amounts involved;

+ investments whose total outlay is over €12m {€6m when
they concern R&D or the information systems respectively)
require the approval of both the Management Board and the
Board of Directors.
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3.6. Internal control procedures for internal
and external communication, particularly those
aspects involving image risk management

Among the identified risks, the risk involving the image of the
Arcelor group is managed by the Corporate Communication
Department which has drawn up a policy for managing this
risk, consisting of proactive and preventive measures.

The proactive and preventive measures include:

a) internal literature:

one of the missions of the Corporate Communication
Department in the prevention of risks is to provide
reference documents internally that can be used for
external communication and by employees of the group in
communicating with outside contacts. To this end, systematic
circulation procedures have been set up. They concern in
particular: press releases, documents on the financial results,
and the Accents newsletter and Accents magazine intended
for the 350 top managers, i.e. for communicators working
in the field. A mass of information can be consulted by the
20,000 employees with access to the intranet pontal;

b) strategy messages and Corporate positions:

the principal departments of the group whose role is to
communicate with outside contacts are International Business,
Investor Relations, Strategy, Mergers and Acquisitions, Sales,
R&D and Human Resources. By jointly drawing up strategy
messages, the risk of clashes between the messages
communicated to the outside world is reduced;

¢) crisis communication:

A crisis is defined as an unexpected and untimely event
whose suddenness, seriousness and/or consequences
may cause direct or indirect harm to the company’s image
atlocal or group level. Aprocedure and a series of measures
have been devised to handle crises and better prepare the
communicators:

« the Corporate Communication Department is immediately
informed via the alert network it has set up. lts role is to assist
and advise. The Corporate Communication Department
remains on standby to handle crises 24 hours a day and
365 days a year (hotline).

« all the Arcelor entities were called on to draw up a crisis
communication plan. This document includes:

« the list of identified local risks that could damage the
group's image;

+ the particulars of the entity's risk manager and the members
of the emergency committee;



* the identity of the spokesperson(s) authorized to
communicate to the outside world;

* the organization of the hotline service to handle crises 24
hours a day and 365 days a year.

* in order to help the industrial sites manage crisis situations,
training courses are organized for identified employees (the
first was held at the Arcelor University in June 2004:

* inorder to increase the reactivity of the sites, the Corporate
Communication Department will collect and circulate
information about crisis handling on Crisis Descriptions,

. available onthe intranet since early 2005. These descriptions
should help to prevent future crises futures or improve their
management.

The corrective measures:

a) the crisis communication management procedure:

Inacrisis situation, the Management Board and the Corporate
Communication Department are informed via the established
procedure:

* the entity concerned assesses the crisis level
(classification in three levels);

* the Corporate Communication Department is alerted via
the crisis hotline, on standby without interruption;

* a brief report on the situation is given to the people
concerned, referring to the alert form, and regular updates
are provided,;

* depending on the level of seriousness of the crisis, a
central emergency committee involving the CEQ cr his
deputy is activated to manage the crisis;

- b) media monitoring:

Corporate press relations constantly monitor the media. A
press review is issued every morning before 9.00 a.m. and
is then published on-line on the intranet portal and sent by
internal post or e-mail to the people concerned. The press
review is a selection of articles from 25 national dailies in the
principal countries where the group operates. Furthermore,
partner and contact communication agencies in certain
countries, as well as some subsidiaries, manitor the media
in their country and pass on relevant information;

¢) the communication teams:

Alist of the people authorized to meet the press is available:
all the communicators do not cover the same subjects.

The group sectors and entities communicate only on the
subjects relating to their internal communication and on the
external communication themes connected to the scope of
their activities (product range, marketing activity, etc.);
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d) reactive press relations:

In a situation impacting on the company's image, failure to
communicate may constitute a real danger: thus, the press
relations unit of the Corporate Communication Department
has set up areactive mechanism for reaching journalists with
an e-mail address and a telephone number accessible 24/7
during difficult periods.

All the interviews with members of the Management are
prepared and followed by a member of the Corporate
Communication Department to guide, assist and ensure
that they go smoothly.

3.7. Internal control procedures for mana-
ging human resources

Arcelor has accepted the need for a regular analysis of the
risks incurred in the area of human resources. The principal risk
foreseenin 2004 involved the company's obligations vis-a-vis its
retiredemployees. Areview of all the pension schemes (whatever
their nature, for all categories of personnel) was undertaken by
the Group Human Resources Department, assisted by the
Human Resources Departments of the sectors and companies
and of the Finance Departments concerned. it enabled the Group
HR Department to validate the provisions postedin the accounts
and to set up a plan for the systematic transformation of the
existing schemes from ‘defined payout’ to 'defined contribution’
schemes. This transformation will make it easier to determine
the company's long-term obligations.

Moreover, for the other human resource management
processes, the principle of cross-level reviews has been
adopted. Thus, the monitoring and consolidation of personnel
are undertaken via the group's existing consolidation
processes. The HR processes (selection, promotion, career
development, etc.) are handled by collegial procedures via
the career committees on which the employees concerned
depend.

In 2005, the Group Human Resources Department launched
the process of continuous improvement: communication of
the job reference system to all the parties involved, internal
audits and improvements introduced with the help of the
BRC structures.

3.8. Internal control procedures for managing
the environment {ISO 14001)

Objectives

The purpose of these internal control procedures is to
assist the group’'s management to identify and manage
environmental risks linked to the production sites and the
products marketed.
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Internal control operating procedures

Internal control is based mainly on the introduction of a
system of environmental management and environmental
procedures at group level, the standardized collection of
a minimum of environmental data and the prevention and
control of environmental risks.

Compliance with regional environmental laws, regula-
tions, decrees and standards:

All the group’s production sites have been instructed to
introduce the 1SO 14001 environment management system.

The I1SO 14001 certification system identifies the aspects
of an operation carrying significant potential risks for the
environment and enables them to be taken into account for
the definition of environmental objectives. Hence, compliance
with the ISO 1400 environment management system indicates
ahighlevel of control of environmental risks. Annual external
ISO 1400 audit reports are required from all the certified
sites to evaluate how well their environmental risks are
under control. The reports are analyzed and the regulatory
non-compliances are noted. A list of them is drawn up and
monitored in the light of the corrective plans implemented.
In this way, the risks involving the environment are correctly
handled by the sites.

The Corporate Environment Department also carries out ad
hoc environmental audits on production sites.

The reliability and integrity of environmental information:
A monitoring plan (collection of environmental data) has
been set up on all the group’s production sites. The plan
defines the parameters to be measured in the production

- units and their frequency. This enables the group to assess

its environmental performance, establish benchmarks for
equivalent activities on the different sites, and improve our
environmental results,

The prevention and management of environmental risks:
* Through its participation in the work of the European
Committee for the revision of BAT-BREF the Corporate
Environment Department can compare the techniques used
with those classified as the Best Available Techniques (BAT)
for the environment:

+ All the large investment projects are submitted to the
Corporate Environment Department which verifies that the
techniques proposed are classified as at least BAT.

Protection of the natural heritage:

A procedure for assessing soils and ground water has been
drawn up. Applied in different stages to all the production
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sites, it enables them to evaluate the quality of the soil and
water and identify the corrective measures required.

Communication procedures:

A communication procedure has been devised to ensure
appropriate communication in the group of all subjects and
risks linked to the environment. It defines the documents,
actions and events that the production sites must supply tothe
Corporate Environment Department and which the latter must
supply to the sites. All the documents involving the environment
are fisted: key perdormance indicators, 1ISO 14001, investments,
publications, incidents, research and legislation.

3.9. Internal control procedures for
managing company mergers, acquisitions
and transfers

As the Arcelor Group Investment Banker acting on behalf
of the group and sectors that are the beneficiaries, and with
the aim of steering the projects for mergers, acquisitions and
asset transfers, the Mergers & Acquisitions Department (M8A)
operates in full cooperation with the International Business
Development Department of the Strategy Department, with
the sectors and, via the sectors, with the group's business
units. These projects can be generated by the group’s or
sector's strategy or externally, i.e. criginating in investment
banks and M&A consultancies and agencies.

Inits role as internal investment banker, the M&A Department
undertakes the following missions:

* evaluation of the investment and disinvestment proposals for
the Management Board, the Senior Executive Vice-President
Strategy and the Senior Executive Vice-President Finance;

* negotiating the partnership conditions with third-party
stakeholders, as well as shareholding terms of sale and
purchase:

» regular reporting to the Management Board on all the M8A
projects (acquisitions and disinvestments) conducted at
group and sector level:

+ advising the Senior Executive Vice-President Finance onthe
financial strategy to be followed by the group in this area.

An authorization procedure for financial investments and
disinvestments is being distributed to regulate the relations
between the group, represented by its Corporate M&A
Department and the sectors, the business units and the
companies making up the group. This procedure lays
down the content, frequency and information channels,
the delegation thresholds and the instruction/authorization
levels, the principles for appointing outside consultants,
the principles and methods for monitoring the expenses
relating to each operation or project, as well as for carrying
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REPORT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
ON CORPORATE GOVERNANCE AND THE INTERNAL CONTROL PROCEDURES

vulnerability management, data backups, intrusive codes
(viruses, etc.) and functioning continuity maintenance.

Alongside these security policies targeted mainly at the
group’s IS/IT departments, a charter laying down the best
uses of computing tools targeting the internal and external
final users has been drawn up with the Legal, IT, Labor Law
and Human Resource departments.

As regards applications, the group's financial and reporting
tools are consolidated via a single software package. Most
of the financial back-office systems forming part of it are
based on ERPs for sharing skills, especially for setting up
authorizations and harmonizing practices. Ongoing projects
in different group entities are designed to replace the specific
applications by an ERP In addition, convergence studies
will be carried out in 2005 with the aim of simplifying and
reducing the number of systems concerned in the years to
come. Finally, as regards the reference systems, particularly
those for suppliers, a study will be carried out in early 2005
aimed at setting up a single reference system at group level
and facilitating the sharing of knowledge of supplier risks.

3.12. Internal control procedures in Health &
Safety

The Chairman of the Management Board is in charge of
Health & Safety matters and he chairs a Health & Safety
Strategic Committee comprising all the members of the
Management Board.

This committee meets at least twice a year, particularly in
Autumn to approve the action ptan for the coming year. This
planis widely circulated and sets guidelines for the Health &
Safety Department throughout the year.

‘ A monthly reporting is drawn up and presented to the

Management Board. It sets out the safety results in terms of
the seriousness and frequency levels, the distribution and
sector trends. The mortal accidents occurring on our sites
(group employees or joint-venture employees) are monitored
and analyzed individually, including, since January 2004, the
amounts of claims submitted to insurance firms.

Serious accidents are reported to the Management Board
and these reports are put regularly on the agenda of the
Board of Directors.

Each year, the Chairman of the Managerment Board makes
visits to the sites to look into their Heaith & Safety problems.
After the "Safety Thursdays” organized in 2003, our efforts
in 2004 focused on the problems of industrial safety and
reliability.

This reporting is alsc communicated to the trade union
representatives, in particular to the members of the European
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Works Council, and a special session chaired by the Chairman
of the Management Board is devoted to it during the plenary
meetings. :

Safety monitoring operations are organized throughout the
year:

* all the serious incidents and accidents are reported and
circulated in real time (Crisis Descriptions);

* apartfromthe meetings ofthe Chairman of the Management
Board in the factories, each Health & Safety committee (Safety,
Industrial Safety, Health in the Workplace, Product Security)
chaired by a Vice-President meets at least three times a
year. Each committee comprises representatives of various
coun